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The facts and evidence on which the decision is based: 


The documents contain information communicated to or shared 
with the Australian Government by a foreign government. This 
information remains properly security classified. 


Reasons for the decision: 


The foreign government has asked that such information not be 
released publicly. The public release of this information 
could reasonably be expected to cause damage to security, 
defence and international relations. 


Grounds for exemption claimed: 
s.33(1) (b) 


Information or matter communicated in confidence by or on 
behalf of a foreign government, an authority of a foreign 
government or an international organization tc the Government 
of the Commonwealth, to an authority of the Commonwealth or to 
a person receiving the communication on behalf of the 
Commonwealth, being information or matter the disclosure of 
which under this Act would constitute a breach of that 
confidence. 


The facts and evidence on which the decision is based 


The documents contain information communicated to the 
Australian Government by a foreign government in strict 
confidence. Such information is still afforded security 
vrotection in the originating country. 


Reasons for the decision 


The public disclosure of such details would provide a breach of 
confidence in respect of a foreign government, with detrimental 
effect on international relations of the Commonwealth. 
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Personal message dated the 2nd May, 1957 / /> / 
to Mr. Casey from Lord Home 


SUEZ 


You may like to have some further indication of the 
lines on which we are thinking on Suez. SCUA is meeting 


again today. The first meeting two days ago went well. 


There was general agreement that the Egyptian Memorandum Jeg 


was not such as to command the confidence of users as a 
basis for a permanent settlement. Most members felt that 
further clarification or negotiation should be sought. 
Lloyd put it quite definitely that in our view the point 


in the Egyptian proposals which most needed early clarifica- 


tion was whether or not the Egyptians considered themselves a 


entitled unilaterally to withdraw or amend them, If the 
Egyptians would agree that their proposals should not be 
withdrawn or amended except by agreement that would make 


it easier to acquiesce in them as a de facto basis for 


using the Canal. Our view was that the Security Council 
was the place where this matter should be broached. 

Lloyd has since had a talk with Dulles at Bonn, 
Dulles has doubts (which at today's meeting were shared by 
the majority of those SCUA members who expressed an 
opinion) about the value of another Security Council 
meeting immediately. He thinks it would be better to " 
hold the possibility of a meeting over the heads of the 
Egyptians rather than actually to have one. On Dulles! 
suggestion we are therefore instructing Dixon to write 
today to Lodge, as President of the Security Council, 
saying that in view of the fact that the Egyptian Delegate 
has made no reply to the arguments put forward at last 
week's meeting he may be requesting a further meeting in 
order to hear the Egyptian Government's reply to the pomare 


put forward. 
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It was the clear view of a large majority in SCUA 
that sOoner or later the Egyptian proposals would have to 


be accepted as a de facto arrangement. When the ships of 


competitors begin to go through ours will have to be allowed 
to go through. The question will then arise as to the 
currency in which dues are paid. It is clearly most 
important to avoid paying in dollars or Swiss francs. 

Apart from any question of loss of face it would be a major 
blow to sterling as a currency as well as likely to have 
the most damaging repercussions in the Middle East oil 
States. Therefore the discussions bétween the Bank of 
Egypt and the Bunk of England which we hope will begin in 
Basle on Friday are vital. Until they are over we want 

to hold the situation. 
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ersonal message dated the 1 
G) s om Lord Hom 
SUEZ 


You may like to have some further indication of the 
lines on which we are thinking on Suez. SCUA is meeting 329 
again today. The first meeting two days ago went well. 
There was general agreement that the Egyptian Memorandum 
was not such as to command the confidence of users as a 
basis for a permanent settlement. Most members felt that 
further clarification or negotiation should be sought. 

Lloyd put it quite definitely that in our view the point 

in the Egyptian proposals which most needed early clarifica- 
tion was whether or not the Egyptians considered themselves 
entitled unilaterally to withdraw or amend them. If the 
Egyptians would agree that their proposals should not be 
withdrawn or amended except by agreement that would make 

it easier to acquiesce in them as a de facto basis for 
using the Canal, Our view was that the Security Council 
was the place where this matter should be broached. 

Lloyd has since had a talk with Dulles at Bonn. 

Dulles has doubts (which at today's meeting were shared by 
the majority of those SCUA members who expressed an 
opinion) about the value of another Security Council 
meeting immediately. He thinks it would be better to 
hold the possibility of a meeting over the heads of the 
Egyptians rather than actually to have one. On Dulles! 
suggestion we are therefore instructing Dixon to write 
today to Lodge, as President of the Security Council, 
saying that in view of the fact that the Egyptian Delegate 
has made no reply to the arguments put forward at last 
week's meeting he may be requesting a further meeting in 
order to hear the Egyptian Government's reply to the points 


Oran e» 


put forward. CLUE | 
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It was the clear view of a large majority in SCUA 
that sooner or later the Egyptian proposals would have to 
be accepted as a de facto arrangement. When the ships of 
competitors begin to go through ours will have to be allowed 
to go through. The question will then arise as to the 
currency in which dues are paid. It is clearly most 
important to avoid paying in dollars or Swiss frances. 
Apart from any question of loss of face it would be a major 
blow to sterling as a currency as well as likely to have 
the most damaging repercussions in the Middle Fast oil 
States. Therefore the discussions between the Bank of 
Egypt and the Bank of England which we hope will begin in 
Basle on Friday are vital. Until they are over we want 
to hold the situation. 
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Australian Delegation, 
GETHANKAN 


TOKYO. JAPAN, 


15th April, 1957, 


I am attaching a copy of a message to Mr. Macmillan 


from Mr. Menzies, replying to the messaze which you passed 


to him this morning. 


It would be appreciated if you could have this sent 
to Mr. Macmillan. 


Yours sincerely, 


tM 


- Plimsoll) 


His Excellency 
Sir Esler Dening, 3.C.M.G., 0.B.E., 
British Embassy, 
TOKYO. JAPAN, 


MESSACE TO MR. HAROLD MacMILLAN from Mr. Menzies, 


Thank you for your message of 13th April. I believe it is essential 
that responsibility for handling Suez be left clearly with United Nations 
at this point. United Nations took up matter when United Kingdom was 
ready to deal with Nasser and it should not shuffle off its responsibilities 
NOWe Whoever negotiates with Nasser should be appointed by United 
Nations and speak on their behalf. The Australian Representative to 
the United Nations has been instructed to co-ordinate closely with the 


United Kingdom Representative. 


TOKYO 
15th April, 1957. 


CABLEGRAM For Casey 


From Menzies. 


My following telegram contains text of message I have ea 
sent to MacMillan tonight. I agree with you (para.8 of your 
telegram No.110) that we must stick with Britain in this 
question even if we do not always like everything they propose 


and I would be glad if you would instruct Walker accordingly. 


TOKYO 


15th April, 1957. 


CABLEGRAM For Casey 
From Menzies. 


My following telegram contains text of message I have 
sent to MacMillan tonight. I agree with you (para.8 of your 
telegram No.110) that we must stick with Britain in this 
question even if we do not always like everything they propose 
and I would be glad if you would instruct Walker accordingly, 


TOKYO 
15th April, 1957. 
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CABLEGRAM For Casey 


From Menzies. 


My following telegram contains text of message I have 
sent to MacMillan tonight. I agree with you (para.8 of your 
telegram No.110) that we must stick with Britain in this 
question even if we do not always like everything they propose 
and I would be glad if you would instruct Walker accordin ly. 


TOKYO 
15th april, 1957. 


BritisH EmsBassy, 
ToxKyo. 
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hou Olean ae cama , 


I have just received a telegram from Mr.Harold Macmillan 


of which I attach a copy. As you will see it is of consi- 


derable urgency, and it is also marked "Top Secret", In 
ee the circumstances I am sending this by a member of my staff 
who will fly to Osaka and, if that is possible, return with 


any reply which you may wish to send. 
fe 
Sula Deis 
es . 


The Right Honourable Robert Menzies,P.C.,C.H.,Q.C., 


FROM: FOREIGN OFFICE TO: TOKYO 330 


Telegram No. 187 of April 13. 


Addressed to Tokyo telegram No. 187 /of April 137. Repeated for 
information to United Kingdom High Commissioner, Canberra. 


Please pass following personal message to the Australian 
Prime Minister from the Prime Minister, 


We are approaching a critical stage in our efforts to obtain 
a satisfactory arrangement for the Suez Canal. Since in all this 
you yourself have played a staunch and splendid réle, I thought I 
should like to let you know at this point how I see the position. 


2. We entirely share Australian views on the shortcomings of the 
Egyptian Draft Declaration. The Americans with our approval 

have been trying to see what scope there is for improving it and 
bringing the Egyptians to negotiate with the users. The Canal 

is now cleared. Although our policy of holding off has been 
followed by a number of governments and comparatively few ships 
are yet using the Canal, the effect of this temporary expedient 
really depends on shipping conferences where there is a strong 
feeling that their ships can continue to hold back only for a very 
short time. Our own shipowners are very conscious of the fact 
that their competitors are already accepting cargoes for delivery 
via the Canal which they themselves are prevented from doing (by 
HeM. Government's advice and by our present currency restrictions). 


36 In this situation I have strongly urged the Americans to 
bring their exploratory talks in Cairo to a decisive point at once$ 
then, if Nasser's final reply is unsatisfactory, we can proceed 
with the next step. 


he This, as you know, is recourse to the Security Council - the 
only course open to us (short-of a boycott, which could not be 
complete or decisive and would cause great dislocation to our 
economy ). 


5e Mr. Dulles himself proposed an American initiative in the 
Security Council, and this I regard as preferable to a joint 
initiative involving ourselves, as an interested party. Our 
delegations in New York will be in close touch. 


6. The tactics which the Americans intend to pursue are to 

report to the Security Council on the Cairo talks, and seek to 
bring pressure to bear on Egypt to continue the negotiations with a 
group of users or with the United States on their behalf. 
Resolutions, which could be vetoed, would be avoided. We should 
hope that would cause early discussion on the desirability of an 
interim arrangement to permit shipping to use the Canal. What 
interim arrangements could be made if any we do not know. We 
Should, of course, prefer it to be the plan put forward by the 
United States, France, Norway and ourselves. But it might have to 
be the payment of tolls to the Egyptian Canal Authority, without 
prejudice to existing legal rights or the terms of the future 
settlement. 


/Te 


8" as 


Te On timing we have urged the Americans to arrange for dis- 
cussions in Security Council not later than April 17. Mr. Hare 
saw Nasser on April 10 and the full results of the latest position 
in which Egyptians claim to have met some of the American points 
(but not the objection to a unilateral instrument and the exclusion 
of user cooperation) is expected hourly. 


8. By way of preparation, our delegation to S.C.U.A. Executive 
Group yesterday put forward a suggestion that member governments 
should advise their shipowners that when the time comes to go 
through the Canal any payment made direct to the Egyptian authority 
should be under protest and without prejudice to existing rights 

or the terms of a final settlement. This, of course, will have to 
be put to the Council of S.C.U.A, and the timing must be made to 
correspond with discussions in the Security Council. As you can 
imagine from the point of view of the British Government we are 
anxious neither to take the lead in what may seem a surrender in 
the short term, nor to get ourselves into the hopeless position of 
trying to operate a boycott which cannot be made watertight. All 
this will need rather delicate handling. 


9 As you probably know, we also have a rather difficult question 
about how British shipowners are to pay in sterling. We are 
studying this and will let you know our plans as soon aS we cane 
Here again the timing is important if it involves arrangements 
between the Bank of England and the Bank of Egypt. As soon as 

any attempt to make such arrangements is known, of course, Nasser 
will publish it. It is not an easy hand to play but it is a 

great deal to have the Americans working with us again. r 

believe they do now realise that Nasser is no good. 


10. You will probably have seen the latest news about Anthony. I 
spoke to him on the telephone yesterday and he seemed in very good 
heart. 


41- I am asking the High Commissioner in Canberra to let Casey 
know of this message. 


8.0.5S.F.A. 


. PRIME MINISTER’S DEPARTMENT, 
> EC R ET CANBERRA, 


In reply quote No. 
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2ist March, 1957. Ye 


Dear Mr. Tange, 


We are still sorting out papers and messages 
in which the Prime Minister has been involved in the 
past week or so. I now attach copies of two a 
as far as I know, have not yet been given to Mr. Casey 

yourself. ey = 
rca son = Ss 

(a) A message from the Prime Minister to 

the Prime Minister of the United 
Kingdom in relation to the Bermda 
agenda. 


(b) A message from Mr. Selwyn Lloyd to Lord 
Home, with a covering letter by the 


United Kingdom High Commissioner on 
the subject of the Suez Canal. 


Yours sincerely, 


(E.7. Bunting) | 
A.He Tange, ESQe, C.BeEe, 


Secretary, 
Department of External Affairs. 
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SECRET 
COPY \ 
CABLEGRAM to --- PRIME MINISTER OF UNITED KINGDOM 
from -- PRIME MINISTER OF AUSTRALIA Y 


Your agenda for your talks with Eisenhower is certainly 
comprehensive. At this end, we have just had frank talks with 
Dulles, the substance of which I have reported to Alex Home. 37 

With Home and Boyle we have had extremely good Anglo-Australian 
defence talks which I am sure will clear the ground considerably. 

Two points emerge from my talks with Dulles, about which I 
think I should say something to you. 

The first concerns the future utilisation of the United Nations 
having regard to the vital interests of the Western Powers. On 
this I told Dulles very bluntly that we were nervous about the 
recent assumption that the General Assembly of the United Nations 
could make decisions and could order people about. I pointed out 
that in the General Assembly the Soviet and its satellites and the 
Afro-Asian group had a most formidfble total vote. They had, in 
effect, ordered Great Britain and France out of Egypt; the day would 
undoubtedly come when they would order Australia out of New Guinea. 
"What", I said, “is the legal authority for this development?" 
Dulles replied that the Assembly had no executive authority; it 
could recommend a course of action to member nations; and they could 
please themselves as to whether they accepted the recommendation or 
not. To this, I replied by a question: "Suppose the General 
Assembly makes a recommendation badly regarded by the United States, 
will the United States act on it?". To this the answer was "no". 

I then pointed out this confirmed the belief I had had for many 
years that effective action under the United Nations depends upon 
the Great Powers and that the Great Powers accordingly ought to get 
togeher to concert their own policies rather than have them out- 
voted by a lot of small powers in the United Nations. 

Dulles tekes the view that I exaggerate the dangers of "bloc" 
voting in the General Assembly, relying for his view upon his belief 
that Great Powers still have a great deal of influence over the small 
ones. Natyagetly, I at once applied this doctrine to Egypt and asked 
him what his attitude was towards a permanent settlement of the Canal 


issue and of the Israel-Egypt dispute. On. these matters my estimate 
at Wa ad 


Rrad ailys7 be, 


: SECRET. 

: ne? , 
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« 
~~ that Dulles is not frightfully happy and that you may be seizing 

the psychological moment to put pressure upon a somewhat repentant 
America. Dulles assured me that America was quite willing to keep 
up the pressure on Nasser by all means within its power. But he 
professed to be puzzled to discover the attitude of the Government 

of Great Britain. He said that, at one moment, your Government B74 
appeared to want to put pressure on Nasser for the purpose of getting 
rid of Nasser. At another time, your Government appeared to want to 
use pressure in order to secure a bargain with Nasser about the 
Canal which would be satisfactory all round. 

I told Dulles that I did not believe it practical politics to 
make a bargain with Nasser and thereafter take steps to undermine 
him and that I did not believe this was your view. “Nobody”, I said, 
"could prophesy whether Nasser's successor would be better or worse 
than himself". I thought that the main object was to maintain all 
pressures to secure a proper arrangement about the future of the 
Canal and, having secured it, to honour it. 

Dulles said he would agree with this. He went further and said 
that his Government would maintain the pressure whichever might be 
the objective but that he had experienced difficulty in discovering 
what the United Kingdom Government had in mind. This is, no doubt, 

a matter which you could clear up with him. 

By and large, my impression is that the Americans are having 
second thoughts and that they are becoming conscious of some of 
your problems. 

Eisenhower has a deep faith, far surpassing mine, in the United 
Nations. I would, therefore, think that you have to meet him on that 
footing. The error that he has made, in my judgment, is in thinking 
that taking issues to the United Natfons is in itself a substantive 
foreign policy. I would urge that you devote your great talents 
to hammering into his mind that America must have its own foreign 
policy and that it must do its utmost to persuade the United Nations 
to adopt that policy; and that, if the United Nations shows a 
tendency to go wrong, America should not meekly accept that but 


marshal all its powers to persuade the United Nations to go right. 


SECREe: 
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You will be interested to know that I had some lively exchanges 
with Dulles about the United States' attitude towards the Anglo- 
French action in Egypt. I asked him quite plainly whether, if 
Communist China attacked Formosa, he would take the matter to the 
United Nations’ General Assembly or order the American fleet into 
actione He replied that America's military obligations would be Ax¢ 
instantly honoured without reference to the United Nations. I then 
said: “No doubt this is.because you regard the integrity of Formosa 
as a vital American interest". He said: “Yes, plus of course the 
fact that we have a treaty with them". I then pointed out that as 
the Suez Canal was at least as much a vital interest to Great Britain 
and France, the American attitude would appear to depend on whether 
you had made a treaty or not. “The moral", I said, "would seem to 
be that we all ought to get busy making treaties so that we will 
not be subject to a veto either in the Security Council or the 
General Assembly." 

The whole thing is, of course, very odd and lends itself to the 
most confusing sophistries. Our only escape from this fog of 
false legalisms (which are so dear to the Department of State) is 
to get the Americans to understand that, in the long run, the great 
nations who are friends keep the peace by remaining friendly or 
provoke war by quarrelling with each other. 

This, my dear Harold, is all elementary to you but it does me 


good to set it down with my warmest good wishes. 


CANBERRA. 
16th March, 1957. 
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12th March, 1957, 


My dear Prime Minister, 

Lord Home has asked me to send you the attached 
copy of a telegram which he has just received from 
the Secretary of State for Foreign Affairs, He is 
seeing lir, Dulles before the meeting of the SEATO 
Council this morning and intends to warn him that 
—— he will wish at some later time to speak to him 
about Suez. Lord Home would be grateful if you 
would let him know if you think it would be more 
effective to approach Mr. Dulles individually or at, 
& joint meeting. 

Yours sincerely, 
(Sgd.) Carrington. 


The Rt. Honble. pc. venzics 
CoHe,y QeCey MoP. 


Ste 


The Suez was nationalised on 27th July, 1956, The 
Israelis attacked on October, 1956. The British and 


intervened on ist iber 


aah 
™ 6 


1956. 


Mr, Menzies was away from Australia from 27th May, 1956, 
when he went to the Prime Ministers' Conference in London until 
18th September, 1956. €I¢-will-be-recatted that (on the way home to 
Australia he decided to return to London.) 3 
i) 
Mr. Casey was away from ‘ustralia from 12th to 28th 
August, 1956. The 18-power conference ocourred during this time. (The 
Cairo mission was in early September.) 


Thus any consultation between Sir Arthur adden, Mr. Casey 
and Dr. Evatt would have been in the period 27th July 1956 - 12th Aucust 1956 
and 28th August 1956 to 18th September 1956. The first of these two 
periods is geared to Western reactions to Suez-nationalisation; during 
this time Sir Anthony Eden and Lord Home referred in the telegrams to the 
possible use of force against Egypt. The second of the two periods is 
geared to the aftermath of the London talks, to the Menzies mission to Cairo 
and to the Prime Minister's return to London. In this second period, 
references were still being made in the cables to the use of force. 


There is no record on our files, including ExComms' files, of 
telegrams having been passed to Pr, Evatt in the two periods mentioned, 
Mr. Gardner has no knowledge of which telegrams, if any, were som to 
Dr. Evatt by Mr. Casey, but is pretty sure that there were conversations 
on the subject of Suez at Parliament House. It seems that if anything were 
done, it would have been on a private informal basis in Parliament Houses 


Later on, after the intervention (and after the two periods 
abovementioned) a set of telegrams was ziven on the Prime “inister*s 
instructions to Dr, Evatt. These did not go bevond confidential, 


DEPARTMENT OF EXTERNAL hse) ppt | 
TCSP SECRET 


COPY NUMBER. oe 


CABLEGRAM. 


BK: HMcC I.17586 


: Dated: 44th December, 1956. 
: 1709 pete 
a Rec'd: 15th December, 1956. 
FROM: 0830 
Australian High Commission, 


LOND ON. 


338l.. TOP SECRET. 
Menzies from Harrisone 


I called on Butler yesterday and we talked 
about the Middle East. Much of what he said is known to you but on 
the matter of future control of Canal he said that whilst their 


present position was that they would require guarantees or their 
equivalents stated in the 18 Power proposals, they had discussed with 
French & proposition for sé ement Somewuere between the 18 Pow 

fo) d the six points reached in security Council discussions. 
Ree ae Se mca iota ites of "Landlord and Tenant" 
as a form of international arbitration, which would take out of the 
hands of Nasser authority on vital matters including those relating 
to major financial questions. At this point in our tlk he said your 
work would not be wasted. 


On the question of reasons for cease-fire he 
said that confidentially their main (not their only) problem was that 
whilst their central objective had been to cut back Nasser, their 
intervention had been justified to the world on the grounds of 
hostilities between Egypt and Israel and when those hostilities 
ceased they had no defensible reason for going on particularly as 
they found, apart from Australia and New Zealand, world opinion was 
against them. They had expected Israel to press on and not to 
promptly accede to the call for cease-fire. 


Apart from pressure to which they were being 
subjected their decision to modify their conditions for withdrawal 
was influenced to an important decree by the strain _on th finances ~ 
There was a run on a stage much greater than had even yet been 


disclosed and the cost of their operations was becoming e xtremely 
heavy. This finally swung McMillan over on the issue of withdrawal. 


- When I was leaving he asked me to convey to 
you his personal appreciation for your help throughout. He appeared 
weary and showed evidence of strain. 


PRIME MINISTER 
MIN. & DEPT. B.A. : 
SIR. ALLEN BROWN 45th December, 1956. 


SEC MR. KEVIN MR. WALLER MR, LANDALE MR. QUINN 


| 
DEPARTMENT OF EXTERNAL arch or SECRET 


COPY NUMBER......!.2... 
INWARD CABLEGRAM. 
JG?HP I,13448 
Dated: 10th October, 1956, 
FROM: 2353 
Rec'd: llth October, 1956. 
2130 H 


Australian Mission to United Nations, 
NEW YORK. 


636. TOP SECRET, PRIORITY, 
For the Minister from Walker, 
Suez and Israel, 


The United Kingdom Delegation have asked me to 
report to you by separate top secret telegram that at the Meeting 
on 9th October with the Secretary-General, Pineau and Fawzi, Lloyd 
raised the matter of Israel shipping and told Fawzi that any new 
agreement must clear this matter up. Lloyd told Fawzi that in his 
view there might be two ways of doing this:- 


(1) Send an Israeli ship through the Canal as a 
test case under the new system and the 
Egyptians would apply the new procedures to 
it, or 


(2) question of Israeli shipping and Canal might 
be referred to I.C.J, 


2. I am reporting above separately as requested but it 
should be read in context of my telegram 635 setting out details’ | 
of this conversation with Fawzi, between paragraphs H and I thereof, 
The United Kingdom Delegation are apprehensive lest it became 

known that solution of Israeli shipping is part of the current 
discussions making it much more difficult for Fawzi to reach 
Arreemont. 


Min. & Dept. External Affairs, 
Sir Allen Brown(P.M,'s) 


12th October, 1956, 


SEC MR.PLIMSOLL MR.FORSYTH MR.WALLER MR.KEVIN MR.RENOUF 
MR.QUINN MR.LAWREY MR.LANDALF 
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CABLEGRAM. 
COPY NUMBER... 
HPV I. 12596 


Sent: 23rd September, 1956 
1650 


Rec'd: 24th September, 1956 
1A 5 


FROM: 


Australian Mission to the United Nations, 
NEW YORK 


547, TOP SECRET. PRIORITY. 


Addressed Canberra, repeated Washington 355. 
My 546, 


Following further comments on the conversation with 
Dixon are specially confidential. 
a, " The original intention of the United Kingdom was 
to lodge the request yesterday afternoon. Action was deferred 
until today only when Dixon pointed out to London the impossibility 
of informing Dulles in advance if the request were delivered 
yesterday. 


Se Dixon said he does not know the source of the 
reports (apparently highly secret) regarding Soviet intentions. 
From his reference to United Kingdom political situations and 
the growth of public opinion in favour of reference to the 
United Nations I am inclined to doubt whether Soviet intentions 
were the main factor in the decision. However, Dixon did say 
that the political position of the United Kingdom Government 

Beirne be extremely weak if the United Kingdon only went to the 
Security Council when the Soviet forced her, 


4. Dixon personally considers reference to the 
Security Council without an agreed plan of campaign or a clear 
idea of objectives is extremely dangerous and bound to be 
difficult but the situation may be clearer when he receives 
further instructions, 


eee Walker. 


MIN. & DEPT. B.A. 

MIN. & DEPT. DEFENCE 

SIR ALLEN BROWN 

PROFESSOR K.H. BAILEY 24th September, 1956. 
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DEPARTMENT OF EXTERNAL AFFAIRS. 


HP:HlMcC CABLEGRAM. T.125h3 


Dated: 2ist September, 1956. 
1619 
Ree‘ d: 22nd September, 1956. 
FROM: ~ cada 


austrolian imbassy, 
WATS BLN GT. ON, 


982. TOP SECRGT. IMMSDIATE. 


Treasury from Bury. 


Special mecting of Fund Board has been summoned 
for 1750 hours 22nd Scpten to considcr application for 
gold tranche drawing of 15 millicn dollars by Egypt. Clearly 
Fund could not refuse end survive as an International 
Financial institution. Southard has been 
approve, but Harcourt -may eabstains 


wuthorised to 


TRis.SURER & TREASURY 
P.M'S. 22nd September, 1956. 
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DEPARTMENT OF EXTERNAL AFFAIRS. COPY NUMBER............0 
Sent: phe September, 1956 
1830 


TOs 


Australian High Commission, 


LONDON. 
‘2118, TOP SECRET.  #EM@RGENCY. 


For Menzies from Fadden,. 


The full Ministry today considered United Kingdom is 
proposal for an organisation of Suez Canal users which we 

received in broad outline from United Kingdom High Commission 
early this morning with expression of hope that the Justralian 


Govermnent would give public support to the plan. 


There was unanimous agreement that we should 
support the concept of this plan and indicate so publicly. 
As United Kingdom, France and United States are all connitted, 
the immediate need appears to be to rally as wide a degree of 
international support as possible and as quickly as possible. 


ib same time, Cabinet was mindful that we have 
been given only barest idea of what is involved, is far as 
membership of new organisation is concerned we presume /ustralia 
will be asked to join as a "user" in regard to trade but not 
as to ownership o2 shipping but an immediate decision on this 
point does not appear to be called for. 


However, before we commit ourselves on support 
for this idea we would like your urgent opinion, Would it be 
possible to cable reply immediately for arrival here 9 pem. or 
thereabouts tonight. ‘Je would be glad of elaboration of the 
United Kingdom proposal. 


A/PRIME MINISTER 

MIN. & DEPT. Bede 

SIR PHILIP MCBRIDE 

SIR FREDERICK SHEDDEN 

MR. E.J. BUNTING 14th September, 1956. 
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Sent: ath Septorfbor, 1956 
Léa 


TOs 


Australian High Commission, 
: SEAN 


! . 


303 Be 
285, TOP SECROT. IMMEDIATE. sa thd 


MeIntosh spoke to Flimsoll on telephone this 
afternoon about Suez Canal and asked to know results of 
consideration today by Australian Cabinct,. 


Innediately following telegran contains tex 
of message sent this afternoon to lir. Menzies in London. fFlecase 
pass copy to iicIntosh before New Sealand Cabinet neets for 
information of himself and Government. 


A/P..Me 

MIN. & DEPT. Wiedke 

SIR PHILIP MCBRIDE 

SIR FRSDERICK SHSDDEN 

MR. E.J. BUNTING 14th September, 1956. 


SEC MR. BOOKER MR. FORSYTH MR. WALLER IR. KSVIN 
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hy ae DEPARTMENT OF EXTERNAL AFFAIRCCO NUMBER--Saet 


"BH/BH OUTWARD CABLEGRAM®” 


Sent: 13th September, 1956. 


1832. 
TO: 
Australian High Commission, 
WELLINGTON. 
286. TOP SECRET. EMERGENCY, 


Take in text of Canberra Cable to 
London 2118. (0.12290). 


s/G@ PRIME MINISTER 
MIN. & DEP?. E. se 
SIR PHILIP McBRIDE 
) SIR FREDERICK SHEDDEN 
WR. E.d. BUNTING. 


13th September, 1956. 


SEC WR. BROOKER MR. FORSYTH MR. WALLER FR. KEVIN 
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SUBJECT 


ACTING SECRETARY 


wae 


The United Kingdom Government have asked that So 
the Australian Government give public support to their 
plan, which is backed by the United States and France, to 
set up a "Users" Association (which other principal users 
will be invited to join), and which will "make arrangements 
for the co-ordination of traffic through the Canal, the 
provision of pilots and the exercise of other rights, and 
will collect the transit dues payable by the nationals 
of its members.” The United Kingdom request states 
that "Egypt will be called upon to co-operate and will 
be entitled to appropriate payment for facilities incurred 
by her." The terms of the British request are attached. 


2. If the Australian Government agrees to the 
United Kingdom request there are several points which 
we should bring to the notice of the United Kingdoms 


(a) how do they propose to interpret "user?" Is 
it intended that Australia, which has no 
merchant ships of its own passing through 
the Canal, should be asked to join the 
proposed Association? 


(b) on what basis will transit dues be charged - 
on a flag owning basis or a cargo basis? 


(c) what rates of transit dues are envisaged? 


(a) what will be the point of collection and how 
will the transit dues be disposed of? 


(e) will the Association be incorporated as a 
national company anywhere? What will be 
its juridical status? 


(f£) will transit dues be insisted upon or will they 
take the form of voluntery contributions? If 
the United Kingdom insists upon payment of 
dues, this may be regarded as being in breach 
of the Constantinople Convention. 


(g) inasmuch as the United Kingdom presumably 
regards the Concessions as being still in force, 
they should hold themselves bound by the 
provisions of those Concessions which relate 
to the payment of dues. In its collection 
of dues, therefore, the new "Users" Association 
should express itself as acting as agent for 
the Suez Canal Company, and it should seek 
an agency delegation from the Suez Canal 
Company. 


(h) should not payment by shipping companies made to 
the "Users" Association be expressed as pay- 
ment for services rendered (e.g. for the pro- 
vision of pilots) rather than as transit dues? 
This might avoid the above question regarding - 
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(i) the legality of imposing dues, and 


(ii) the need for the new "Users" 
Association to act as agent for the 
Suez Canal Company. 


(i) what obligation does the Convention impose 
upon Egypt as regards the day to day 
maintenance of the Canal and its essential 
facilities, Article IT of the Convention 
requires the parties, including Egypt, not 
to interfere or obstruct the working of the 
Canal; by Article 111 the parties, including 
Egypt, undertake to respect the plant, 
establishments, buildings and works, Under 
Article 1). Egypt undertakes "to take the 
necessary measures for ensuring the execution" 
of the Conventions, It is doubtful whether 
these provisions require Egypt to take 
positive day to day measures to maintain the 
Canal. 


(3) what forms of co-operation by Egypt are 
necessary to the new "Users" Association? 
Can it operate without that co-operation 
in such matters as the formation of convoys, 
data on chamels, etc. 


(J.C.G. KEVIN) 
Assistant Secretary 


 ~ MESSAGE NUMBER (SYDNEY 5083) (MELSOURNE 1119) 
»7T0: MINISTER, MELBOURNE 
ACTING SECRETARY, E A, SYDNEY 
FROM: KEVIN, 
FOLLOWING IS DRAFT TEXT OF THE DECLARATION SETTING UP 

PROPOSED USERS* ASSOCIATION AND OF THE STATUTE FOR THE ASOCIATION. 
BROAD LINES OF THESE DOCUMENTS HAVE BEEN AGFEED WITH UNITED STATES 
AND FRENCH GOVERNMENTS BUT TEXT OF STATUTE HAS NOT YET BEEN FINALLY "49 } 
CLEARED WITH THESE GOVERNMENTS OR BY UNITED KINGDOM MINISTERS. 
DRAFTS ARE THEREFORE TENTATIVE. 

CO-OPERATIVE ASSOCIATION OF SUEZ CANAL USERS (C.A.S.U). 

Secon nssebnecunsseeninuabenuentene sudnccacandbed chwensdesneaeel 


DRAFT DECLARATION. 


WHEREAS(€ UNDERLINE ) THE GOVERNMENT OF EGYPT BY ITS UNILATERAL 
ACTION IN RESPECT OF THE UNIVERSAL SUEZ CANAL COMPANY HAS PREJUDICED 
THE RIGHTS AND GUARANTEES WHICH THE STATES USING THE SUEZ CANAL 
(HEREINAFTER CALED ""THE USERS’") ENJOYED UNDER THE SYSTEM 
UPON WHICH THE SUEZ CANAL CONVENTION OF 1888 WAS BASED, INCLUDING 
CINTER ALIA) THE OPERATION OF THE CANAL BY AN ENTITY HAVING AN 
INTERNATIONAL CHARACTER AND SO CONSTITUTED AS TO BE CAPABLE OF 
PROMOTING AND SAFEGUARDING ALL LEGITIMATE USER INTERESTS .«, 

AND WHEREAS (UNDERLINE) HAVING REGARD TO THE FOREGOING 
CONSIDERATIONS AND TO THE LANGUAGE OF THE PREAMBLE AND ARTICLE XIV 
OF THE SUEZ CANAL CONVENTION, THE USERS ARE NOT AT THE PRESENT TIME 
UNDER ANY OBLIGATION TO RECOGNISE AN EGYPTIAN AUTHORITY AS THE ENTITY 
ENTITLED TO OPERATE THE CANAL AND THE EGYPTIAN GOVERNMENT IS NOT 
ENTITLED TO REQUIRE THEM TO RECOGNISE THE EGYPTIAN AUTHORITY. 

AND WHEREAS (UNDERLINE) IN THESE CIRCUMSTANCES USERS HAVE 
THE RIGHT PENDING ANY MORE PERMANENT AND DEFINITIVE ARRANGEMENT TO 
SET UP THEIR OWN ORGANISATION IN SUCH A MANNER AS TO GUARANTEE 
THEIR RIGHTS OF PASSAGE UNDER THE CONVENTION AND HAVE DECIDED To PRO- 
CEED ACCORDINGLY., 


NOW THEREFORE (UNDERLINE) THE GOVERNMENTS, SIGNATORIES 


TO THE PRESENT DECLARATION HAVE AGREED AS FOLLOWS: 


THERE IS HEREBY CONSTITUTED AN ORGANISATION TO BE 

CALLED THE CO-OPERATIVE ASOCIATION OF SUEZ CANAL 

USERS (*°°C.A.S.U.*") 

MEMBERS OF THE ASOCIATION SHALL BE THE GOVERNMENTS 
SUBSCRIBING TO THE PRESENT DECLARATION AND ANY OTHER GOVERN- 
MENT WHOSE NATIONALS OR SHIPS OF REGISTRY HAVE BEEN USERS 
TO THE EXTENT OF ONE MILION NET TONS OR MORE OF THE CANAL 

IN 1955 OR WHOSE FOREIGN TRADE HAS TO THE EXTENT OF 50 

PER CENT. OR MORE PASSED THROUGH THE CANAL ON THE BASIS OF 
LAST CALENDAR YEAR'S FIGURES AVAILABLE AND WHICH ACCEPTS 

THE PURPOSES SET FORTH BELOW, IN ADDITION OTHER GOVERNMENTS 
WHO DESIRE TO OBTAIN THE BENEFIT OF FACILITIES OF C.A.S.U. 
MAY BECOME AFFILIATES BY NOTIFYING SUCH DESIRE TO eeeces 

AND BY DECLARING THEIR ADHERENCE TO THE SAID PRINCIPLES, 

THE ASSOCIATION, WHOSE SEAT WILL BE IN ROME, SHALL HAVE 

THE FOLLOWING PURPOSES: 


ae 


(1) TO ORGANISE THE USE OF THE CANAL BY VESELS con- 
TROLLED BY MEMBERS AND AFFILIATES SO AS TO PROMOTE SAFE, 
ORDERLY, EFFICIENT AND ECONOMICAL TRANSIT, 
TO ASURE THAT SUCH USE WILL AS AMONG SUCH VESSELS BF 
IMPARTIAL AND IN PARTICULAR UNINFLUENCED FOR OR AGAINST 
ANY HIP OR GARCOnt++-SHIP OR CARGO BY REASON OF 
POLICIES OF ANY GOVERNMENT. 

(3) TO COORDINATE GENERALLY ON BEHALF OF MEMBERS 

AND AFFILIATES THE EXERCISE OF RIGHTS OF USERS OF THE sig 
CANAL WITH DUE REGARD FOR THE RIGHTS OF EGYPT IN 
CONCORDANCE WITH THE O++ 188% CONVENTION, 
TO INVITE THE CO-OPERATION OF THE EGYPTIAN GOVERNMENT 
IN ACHIEVING THE ABOVE-MENTIONED PURPOSES 
TO HOLD IN TRUST THE SURPLUS REVENUES ACCRUING 
FROM THE PAYMENT OF CANAL DUES TO THE ASSOCIATION AS 
A FUND FOR ALLOCATION IN ACORDANCE WITH SUCH PERMANENT 
ARRANGEMENTS AS MAY BE MADE FOR THE OPERATION OF THE 
SUEZ CANAL. | 


IN ORDER TO CARRY OUT THE ABOVE-MENTIONED PURPOSES THE 
ASOCIATION SHALL FUNCTION IN ACORDANE WITH THE ANNEXED STATUTE 
THE PROVISIONS OF WHICH MEMBERS UNDERTAKE TO ADHERE TO AND 
CARRY OUT. MEMBERS WILL ENDEAVOUR TO ENSURE THAT THEIR 
NATIONALS AND VESELS AVAIL THEMSELVES OF THE SERVICES AND FACILITIES 
FRO PASAGE OF THE CANAL PROVIDED BY THE ASSOCIATION AND COMPLY WITH 
ANY CONDITIONS ATTACHED TO THE USE OF SUCH SERVICES AND FACILITIES. 
Ve. MEMBERSHIP OR AFFILIATION MAY AT ANY TIME BE TERMINATED 
BY GIVING .eeeeMONTHS NOTICE TO ween “47 
IN FAITH WHEREOF THE UNDERSIGNED, DULY AUTHORISED TO THAT EFFECT, 
HAVE SUBSCRIBED TO THE PRESENT DECLARATION. 
CO-OPERATIVE ASSOCIATION OF SUEZ CANAL USERS (C.A.S.U.) 
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DRAFT STATUTE. 


FOLLOWING IS TEXT OF DRAFT STATUTE OF CO-OPERATIVE ASSOCIATION 
OF SUEZ CANAL USERS, 

THE CO-OPERATIVE ASSOCIATION OF SUEZ CANAL USERS (++ 
€**C.A.S.U."") SET UP BY THE DECLARATION TO WHICH THE 


PRESENT STATUTE IS AN ANNEX SHALL FUNCTION IN ACORDANCE WITH THE 


FOLLOWING PROVISIONS., 
1. ORGANISATION 


1. THE NATIONS MEMBERS OF THE ASSOCIATION WILL CREATE AN 
EXECUTIVE GROUP CONSISTING OF SEVEN NATIONS WHICH SHALL BE CHOSEN 
FROM AMONG THEIR MEMBERS WITH DUE REGARD TO USE, PATTERN OF 
TRADE AND GEOGRAPHICAL DISTRIBUTION., THE COMPOSITION OF THE 
EXECUTIVE GROUP TO BE SUCH AS TO ASSURE THAT ITS RESPONSIBILITIES 
WILL BE DISCHARGED SOLELY WITH A VIEW TO ACHIEVING THE BEST Poss- 
IBLE OPERATING RESULTS WITHOUT POLITICALMOTIVATION IN FAVOUR OF 
OR IN PREJUDICE AGAINST ANY USER OF THE CANAL. 

2. THE EXECUTIVE GROUP WILL BEAUTHORISED TO DEVELOP SUCH RELATIONS 
WITH THE UNITED NATIONS AS MAY BE AGREED UPON BY THE ASSOCIATION 


_ WITH THE UNITED NATIONS AS MAY BE AGREED UPON BY THE ASSOCIATION 
AND THE UNITED NATIONS, 

' “3. THE EXECUTIVE GROUP WILL BE RESPONSIBLE FOR GIVING GENERAL 
POLICY GUIDANCE TO THE ALMINISTRATOR, HEREAFTER REFERRED TO, 
IN CARYING OUT THE OBJECTIVES OF THE ASSOCIATION. IT SHALL 
BE RESPONSIBLE FOR APPROVING THE SCALE OF SALARIES AND WAGES OF 
EMPLOYES AND SHALLLHPREPARE AN ANNUAL BUDGET FOR APPROVAL BY 
THE ASOCIATION, 

4. MEMBERS OF THE ASSOCIATION WILL ADVANCE TO THE EXECUTIVE 
GROUP A WORKING FUND OF DOLLARS.....TO BE REIMBURSED OUT 
OF THE FEES COLLECTED FROM SHIPS USING THE FACILITIES OF THE ASSO 
IATION, ADVANCES SHOULD BE PAYAPLE IN DOLLARS, FRANCS AND 
STERLING, 

5~ THE ASSOCIATION SHALL UPON THE RECOMMENDATION OF THE EXECUTIVE 
GROUP DESIGNATE AN INDIVIDUAL ADMINISTRATOR TO ADMINISTER THE OPR 
TIONS OF THE ASSOCIATION AND MEMBERS WILL GIVE SUCH ASSISTANCE 
TO THE ADMINISTRATOR AS MAY BE USEFUL FOR THE EFFECTIVE OPERATION 

OF THE ASSOCIATION, 

6. THE ADMINISTRATOR, SUBJECT TO THE AUTHORITY OF THE EXECU- 
TIVE GROUP SHALL HAVE THE FOLLOWING POWERS - 

(A) TO ESTABLISH AND CONTROL THE SCHEDULING FOR SHIPS USING 


THE FACILITIES OF THE ASSOCIATION., 
(B) TO ALOCATE PILOTS TO MASTERS OF suCH SHIPS., 
(C) TO EMPLOY PERSONNEL NECESSARY FOR THE OPERATION 


OF THE ASSOCIATIOJ, INCLUDING THE PROVISION OF PILOTS., 

¢D) TO MAKE SUCH RULES AND REGULATIONS FOR SHIPS USING THE 
FACILITIES OF THE ASSOCIATION AS IN HIS OPINION WILL BEST 
ENSURE THE FRE AND UNOBSTRUCTED TRANSIT OF THE CANAL., 

(E) TO COLLECT FROM SHIPS USING THE FACILITIES OF THE 
ASSOCIATION SUCH DUES AS THE EXECUTIVE GROUP SHALL ESTABLISH 
AS EQUITABLE AND NECESSARY TO MEET THE OBJECTS OF THE 
ASSOCIATION WITHOUT PROFIT TO ANY MEMBER. 
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Nhe smeeeeiSUBJECT. 


| SUEZ CANAL 


ACTING SECRETARY 


NEW BRITISH PROPOSALS 


a In the House of Commons last night Sir Anthony 
Eden announced that Britain, France and the United States 
would set up a "Users" Association which would undertake 
responsibility for traffic through the Canal. He is reported 
as saying that if the Egyptian Government interfered or 
refused to co-operate with the new Association it would be 
guilty of a breach of the Constantinople Convention of 1888. 
The Convention guarantees free passage through the Canal 

at all times. Sir Anthony Eden is reported as ha’ 
described the new Association as a provisional organisation 
which would pave the way for a permanent system to be 
agreed upon by all interested parties. It would collect 
dues, employ pilots and be responsible for traffic through 
the Canal, Egypt would be paid for the use of its 
facilities. 


The United Kingdom High Commissioner-has this 
morning informed us in more precise terms. His note, a 
copy of which is attached, states: 


"The United Kingdom Government, together 
with her United States and French allies, have there- 
fore decided to set up a'Users" Association to exer- 
cise these rights. This organisation will 
necessarily have to be provisional at first. The 
other principal users of the Canal will be invited 
by the three Governments to join, and we hope for a 
widely representative membership. The Association 
will make arrangements for the co-ordination of traffic 
through the Canal, the provision of pilots and the 
exercise of other rights, and will collect the 
transit dues payable by the nationals of its members. 
Egypt will be called upon to co-operate and will be 
entitled to appropriate payment for facilities 
incurred by her." 


The United Kingdom Government invited all governments con- 
cerned to join the proposed Association. They have 
expressed the hope that the Australian Government will give 
public support to the plan. They have stated that the plan 
has the full support of the United States and French 
Governments. 


STATE DEPARTMENT VIEWS 


2s Some move such as this was foreshadowed by the 
State Department when Sir Percy Spender saw them on 6th 
September, The State Department spokesman said to Spender - 


(a) A major aspect of the situation which should be 
emphasised was that, despite cancellation of the 
Concessions, the Convention of 1888 remained in 
effect - a fact which Nasser did not dispute - 
That the Convention was not conditional on the 
payment of tolls to Egypt or Egyptian operation 
or Egyptian provision of pilots. We should 
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not minimise the strength of our own legal 
position in this regard, namely, right of 
the international canmmnity to use the Canal. 
The cancellation of the Concessions did not 
impede that right. 


(b) That it would be one thing to undertake aggres- 
sion against Egypt because of Egypt's un- 
willingness to enter into a new Treaty commit-— 
ment; it would be another thing to use 
military force if Egypt impeded the free use 
of the Canal, 


(c) That the rightsof the international commnity 
under the 1888 Convention were irrespective 
of the payment of tolls so that Egypt could 
not properly deny access to the Canal because 
of the refusal of the international community 
to pay tolls in circumstances not acceptable 
to them. 


A copy of Spender's telegram outlining his conversation 
eccce with the State Department is attached. 


NEW ZEALAND MESSAGE 


3. A report which we have received from the New 
Zealand Government states that Lord Home saw representatives 
of the four 01d Commonwealth countries in London on 
llth September in advance of the House of Commons. debate. 
Lord Home said the alternatives suggested were resort to 
the Security Council or a proposal to set up virtually a 
rival Canal authority. The latter proposal envisaged 
the organisation of representatives of Canal users to 
actually pilot vessels through the Canal, collect dues 
and generally assume the position of the operating 
authority. Mr. Dulles apparently thought that some 
justification for this might be found in the 1888 Con- 
vention "which provides that Canal users may take steps 
to ensure that the Canal shall be kept open for traffic." 
The Canadian representative expressed doubts about the 
proposal. The New Zealand representative thought that 
a separate organisation might be justified if, as was 
likely, Nasser became unable, through the resignation 
of pilots, to run the Canal to normal capacity. A copy 
eeese of the New Zealand telegram is attached. 


THE CONSTANTINOPLE CONVENTION 


he The Constantinople Convention of 1888 
eeeee accompanies this paper. The salient provisions of it 
are as follows:- 


(a) "The Canal shall always be free and open in 
time of war as in time of peace to every 
vessel of commerce or of war without distinc- 
tion of flag." (Ayticle I) 


(b) The parties to the Convention “agree not in 
any way to interfere with the free use of 
the Canal in time of war as in time of 
peace." (ibid). 


(c) The Canal "shall never be subjected to 
blockade." (ibid). 
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(a) The parties "agree that no right of war, no 
act of hostility, nor any act having for 
its object to obstruct free navigation of the 
Canal and its ports of access as well as 
within a radius of three marine miles from 
those ports." (Azticle IV). 


(e) The Egyptian Government shall "take the 
necessary measures for ensuring the 
execution" of the Convention. (Article IX). 14 3 


5. Should the British proposal be implemented 

it would seem that any act by the Egyptian Government to 
prevent traffic passing through the Canal, even without payment 
of tolls, would be in clear breach of the Convention. At 

the same time, it would seem open to Egypt to delay shipping 
by the application of sanitary measures; Article XV of 

the Convention provides that "the stipulations of the 

present Treaty shell not interfere with the sanitary 

measures in force in Egypt." 


Egypt might attempt to give some play to 
Article X of the Convention which preserves the right 
of the Sultan and the Khedive to secure by their own 
forces the defence of Egypt and the maintenance of public 
order. However, apart from the question of whether the 
rights of the Sultan and Khedive in this respect devolve 
upon Egypt (an arguable point) the provisions of Article X 
do not supersede Article I which provides that the Canal 
shall be free and open at all times to all ships. 
Moreover, Article II of the Convention provides that 
the measures taken under Article X shall not interfere 
with the free use of the Canal. 


PURPOSES OF NEW PROPOSAL 


6. The motives behind the United Kingdom's latest 
move, in which it has the support of France and the United 
States, would appear to be these - 


(a) To keep the initiative from Nasser; 


(b) to provoke Egypt into breaking the Convention. 
This would place the West in a position of 
vantage, but Nasser is likely to realise this 
(although it is impossible to be sure since 
his reaction may well be emotional and intemperate) ; 


(c) to force Nasser to capitulate. This result seems 
unlikely at all events in the inmediate future; 


(a) to maintain the flow of essential traffic 
through the Canal. 


RIGHTS TO TOLIS 


Te Is Nasser in a position to claim that he is 
legally entitled to transit dues? The Egyptian decree 

of 26th July, 1956, nationalising the Suez Canal Company 
states that all rights and obligations of the Company are 
transferred to Egypt and that all organisations and 
committees now operating the Company are dissolved. Unless 
it can be upheld that the Concessions (attached) form part 
of the Constantinople Convention (and the British have never 
pursued this argument) Nasser can claim that by nationalis- 
ing an Egyptian company (which is what the Suez Canal 
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was) he is fully within his rights even though by breach 
of the Concessions he has broken a contractural obliga- 
tion. He can claim that the Concessions amounted merely 
to a private arrangement with the Suez Canal Company, the 
breach of which gives rights to the Company to approach 
municipal courts but not international tribunals. 


8. For their part the United Kingdom can say - 


(a) that whatever national action Nasser has taken 
in the exercise of his sovereignty and in 24y 
relation to his national territory, he remains 
subject to the Constantinople Convention which 
guarantees unconditional right of free 
passage at all times to all ships; 


(b) that the Constantinople Convention places 
no obligation upon user nations to pay tolls; 


(c) that if Egypt attempts to impose tolls on ships 
passing through the Canal, it is acting in 
breach of an intemational commitment (the 
Convention) which it has accepted in deroga- 
tion of its sovereignty. 


9. If the Western Powers take up this position, 
however, it leaves outstanding the question of whether 
they are themselves entitled to impose tolls. If they 
claim that Nasser is not entitled to impose tolls by 
reason of Egypt's obligation under the Constantinople 
Convention to give unconditional passage, it seems that 
they must also admit that the imposition of tolls by 
themselves would be in breach of the Convention unless 
they can say that the user companies against whom tolls 
are imposed consent to the imposition of them. In short, 
the position of the "User" Association mst be that they 
will do nothing to impede the use of the Canal by insist- 
ing upon payment of charges. The emphasis should be on 
the voluntary nature of the contributions. 


hak 


(J.C.G. KEVIN) 
Assistant Secretary 
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BH: SHA CABLEGRAM, .11790/1. 
Dated: 6th September, 1956. 
2211 
FROM: Recd.: 7th September, 1956. 
1900 


Australian Embassy, 
WASHINGTON, 


914. TOP SECRET, IMMEDIATE, 


Repeated Cair>s Misc. 51, London 102. 


Suez. 
My 907. 


1 ef Hourktree today and gave him substance of 
Abdulgani's message to Minister (your 702 paragraph Dye He 
expressed appreciation, 


ae ; I said I gathered that in Cairo meetings 
Nasser showed no uisynsition to negotiate on basis of 18 nation 
Qe: Rountree said it seemed clear enough that Nasser 

was at present juncture not preparca ta negotiate solution along 
lines of 18 nation proposal. It was quite possible today's 
meeting would be the last. 


3e I asked what next steps United States 
enviséged. Rountree said United States has been assuming 5-Power 
Committee would report back to Governments through diplomatic 
channels rather than by convening another conference. This did 
not irelude a report to meeting of diplomatic representatives in 
Londor., (At this stage Rountree referred to Prime Ministers 
“admirable contribution" in Cairo). 


he Apart from this procedural step Rountree said 
Uniteé States simply did not know what next substantive step would 
be. Considerable thought had been given to possibility of 
bringing question to Security Council - United Kingdom and France, 
had, ne understood, given matter some consideration; Egypt 

might >vossibly do it despite Nasser's renewed denial on 2nd 
Septemoer of any such intention; Secretary General might do so, 
under Article 99. It was, however, difficult to see what 
Security Council could do to bring about an effective and peaceful 
soluticn, Any resolution considered by users as proper and 
effective could not get by Soviet veto, although admittedly, 

even majority vote would have certain moral force, In genera}, 
United Ssates was not, however, excluding possibility of United 
Nations action, 


5. Rountree continued it was difficult to see 
how present situation could continue after break-off of talks which 
seemed probable, Canal pilots would probably quit whether 
entirely of their own volition or not. Whether or not they would 
be toid to stay on would depend on French and United Kingdom 
decision after present Cairo meetings. If pilots quit or "other 
measures" were taken by either side, resultant break-down in 
Canal would produce “serious and grave situation", A major 
problem would be the time factor, It was difficult to see how 
any Jnited Nations discussions could be completed quickly enough. 
to ensure no undue delay in the operation of the Canal. 
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é Rountree said United Kingdom and France were 
considering other measures and instanced economic sanctions. 
This, however, would be fairly lengthy process if it were to have 
any major effect on Egyptian economy, especially since Egypt 
could have recourse to Communist bloc economy. 


ie Rountree said a major aspect of the situation 1¢% 
which should be emphasised, was that despite cancellation of 

concessions, 1888 Convention remained in effect - a fact that 
Nasser did not dispute. That Convention was not conditional on 
payment of tolls to Egypt or Egyptian operation or Egyptian 
provision of pilots. We should not minimize the strength of 

our own legal position in this regard, namely, right of internat— 
ional community to use of Canal, Cancellation of concession did 
not impede that right. 


@:. I asked Rountree what this meant in practical 
terms. Rountree said it would be one thing to "undertake 
aggression” against Egypt because of the latter's unwillingness to 
enter into a new treaty commitment; it would be another thing to 
use military force if Egypt impeded free use of the Canal. i 
suggested that if such impediment occurred, Nasser would seek to 
manoeuvre himself into a position where he could claim it was 

due not to any positive Egyptian action but to a situation for 
which the West was responsible, ¢€.&. withdrawal of pilots. 
Pursuing his line of thought Rountree said that rights of inter- 
national community under 1888 Convention were also irrespective 
of payment of tolls so that Egypt could not properly deny access 
to Ganal because of refusal of international community to pay 
tolls in circumstances not acceptable to them. 


9. Reverting to the possibility of United Nations 
action, Rountree said further difficulty was the possibility of a 
resolution calling on all parties to forego the use of force in 
e all circumstances, That might tie our hands completely. By and 
large he thought that if the matter did come to the Security 
Council, it was more likely to come through Egyptian initiative. 


10. Rountree said that, in the light of discussions 
in Cairo, it wovld be possible to see if there was any room for 
movement, I asked for clarification, Rountree said if Nasser 
pluntly refused to negotiate on basis of 18 nation proposals, ie ae 
made it clear he was firmly opposed to minimum principles of. 

those proposals, the exercise would be over. He might, however, 
leave some room for movement. I asked whether those proposals 

did, in his view, in fact indicate the minimum principles. Rountree 
said they did but there were various ways of achieving those 
principles. United States felt that problem was to ensure that 

we had adequate degree of control. We should not ask Nasser 
directly “will you accept international control?" We must find 
another way of putting the idea to him. We would need to have an 
illustrative arrangement within our principal statement showing 

how various practical components of problem might be handled. 

(The really vital components he said, were hiring and firing of 
pilots and imposition, collection and disbursement of tolls). 
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Rountree hoped it might be possible to explore this with Nasser 
before the 5 Power Committee leaves Cairo. 


Spender. 


A/P.M. & DEPT. 
MIN. & DEPL. B.A. 
MIN. & DEPT. DEFENCE 
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Suez Canal 266 


This letter will confirm the oral message which I 
gave you earlier this morning. 
In a telegram received during the night we were asked 


to inform the Australian Government thet Sir Anthony Eden 
intended in his speech at 2.30 psm. yesterday afternoon in the 
House of Commons to announce a plan to form a new organisation 
of users of the Canal. 
Sir Anthony Eden will explain that the operation of 
the Canal by the Suez Canal Company was an essential part of 
the system to ensure free use of the Canal by all powers 
enshrined in the Constantinople Convention of 1888, But the 
rights of user countries do not derive only from this Convention. 
They have been established by long and uninterrupted use and 
include not only free passage but the efficient operation, 
administration and maintenance of the Canal without discriminatione 
The United Kingdom Government, together with their 
United States and French allies, have therefore decided to set 
up a Users Association to exercise these rightss This 
organisation will necessarily have to be provisional at first. 
The other principal users of the Canal will be invited by the 
three Governments to join, and we hope for a widely representative 


Eedo Bunting, Esde, O.BeEo, 

Acting Secretary, 

Prime Minister's Department, . 
Canberra.s AeCeTe 


membership. The Association will make arrangements for the 
coordination of traffic through the Canal » the provision 


of pilots and the exercise of other rights, and will collect 
the transit dues payable by the nationals of its members. 2A" 
Egypt will be called upon to co-operate and will be entitled 
to appropriate payment for facilities incurred by her. 

The Prime Minister intends to say that the United 
Kingdom Government believe thet this system will enable a 
substantial volume of shipping to move through the Canal and 
thus reduce both for Europe and for Asia the economic dislocation 
which may otherwise occur, If the Egyptian Government seek to 
interfere with the operations of the Association it will be 
in breach of the Convention of 1888, 

The United Kingdom Government will invite all | 
Governments concerned to join the proposed Associations 
Meanwhile we have been asked to express their hope that the 
Australian Government will give public supportto the plan. In 
conveying this message we have been asked to emphasise 
particularly that the plan has the full support of the United 
States and French Governments. 

I am sending a copy of this letter to the Acting 
Secretary of the Department of External Affairs. 

Yours sincerely, 


(Sgde) GoW. TORY 


Suez Canal 


This letter will confirm the oral message which I 
gave you earlier this morning. 

In a telegram received during the night we were asked 
to inform the Australian Government that Sir Anthony Eden 
intended in his speech at 2.30 p.m. yesterday afternoon in the 
House of Commons to announce a plan to form a new organisation 
of users of the Canal. 

Sir Anthony Eden will explain that the operation of 
the Canal by the Suez Canal Company was an essential part of 
the system to ensure free use of the Canal by all powers 
enshrined in the Constantinople Convention of 1888. But the 
rights of user countries do not derive only from this Convention. 
They have been established by long and uninterrupted use and 
include not only free passage but the efficient operation, 
administration end maintenance of the Canal without discrimination. 

The United Kingdom Government, together with their 
United States and French allies, have therefore decided to set 
up a Users Association to exercise these rights, This 
organisation will necessarily have to be provisional at first. 
The other principal users of the Canal will be invited by the 
three Governments to join, and we hope for a widely representative 
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membership. The Associatiion will make arrangements for the 
Co-ordination of traffic through the Canal, the provision a a 
of pilots and the exercise of other rights, and will collect 

the transit dues payable by the nationals of its members. 

Egypt will be called upon to co-operate and will be entitled 

to appropriate payment for facilities incurred by her. 

The Prime Minister intends to say that the United 
Kingdom Government believe that this system will enable a 
substantial volume of shipping to move through the Canal and 
thus reduce both for Burope and for Asia the economic dislocation 
which may otherwise occur. If the Egyptian Government seek to 
interfere with the operations of the Association it will be 
in breach of the Convention of 1888, 

The United Kingdom Government will invite all 
Governments concerned te join the proposed Association. 
Meanwhile we have been asked to express their hope that the 
Australian Government will give public Support the plan. In 
conveying this message we have been asked to emphasise 
particularly that the plan has the full support of the United 
States and French Governments. 

T am sending a copy of this letter to the Acting 
Secretary of the Department of External Affairs. 

Yours sincerely, 


(Sga.) G.W. TORY 
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CANBERRA, 
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With the Compliments 176 
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Prime Minister’s Department. 


Mr e J e Plimsoll, Leb at 3 
Acting Secretary, 


Department of External Affairs. 
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them. Ls Srp gt nrg eypalle y hy were 

not consistent and that he to find t neither 
of them was in any way an authorised report. 

2. I said that whatever a in those newspapers, 


also 
discussed what was known of the attitudes of the various 
countries about possible next steps. No conclusions 
were reached or sought to be about what — 


for 
establi that next steps should be and " 
realistica taken and to discover what, in the United 
Kingdom view, these steps might be. 


Aj 


iy Bunting) 


12/9/1956. 
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Personal for Sir Arthur Fadden (for most 
limited distribution and confidential information) from the Prime 
Ministers 


You know the result, not, of course unexpecteds 
Fortunately there are no complaints here about the way in which we 
did our job. 


vr. It is all very well for people to denounce 
the idea of force but in a negotiation of this kind with an Egyptian 
it is good sense to keep him guessing, 


The French have been over here conferring with 
the United Kingdom. They are discussing the possibility of taking 
the matter quickly to the Security Council and also the notion of 
either denying Canal dues to Nasser or setting up an arrangement 
.of their own for their collection. The advantage of going to the 
Security Council would be chiefly in public opinion because there 
are many people who fecl it should not be by-passed, It is of 
course gertejn that any stringent resolution would be vetoed, 
There is als e@ danger that America might be persuaded to include 
a passage deploring the use of force, These possibilities are now 
being distusséd. My own guess-ts that the matter will be taken to 
the Security Council but that delay will not be permitted and that 
the matter will not then be 
pastures of the General Assembly. 


Failing a Security Council Resolution 
in satisfactory terms, I believe that Britain and France will put 
the heat on by either denyi or collecti es, If this 
provokes Nasser into any peremp acticn they will regard the 


onus as being on him, 


The one good feature at moment is that for 
the first time for many years the French are friendly, enthusiastic 
and cooperative, . " 


I leave here on Thursday, talk to Dulles 
and if possible the President at Washington en route, and expect to 
leave San Francisco for Sydney on either Sunday or Monday nexte 


Greetings to all. 


THE ACTING PRIME MINISTER. 

RT. HON. R.G. CASEY 

HON. SIR PHILIP McBRIDE 

SIR FREDERICK SHEDDEN 

MR. Eed. BUNTING MR. J. PLIMSOLL 143th September, 1956. 
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Bunting from Brown, 


The Prime Minister is at present at Downing 
Street and expects to send a messate to Sir Arthur adden 
during this afternoon. 


A/P NM. 

MR. CASEY 

SIR PHILIP MCBRIDE 

SIR FREDERICK SH SDDEN 

MR. E.J. BUNTING 

MR. J. PLIMSOLL 12th September, 1956. 
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Department of External Affairs. 


FOR CABINET: 
For Information, 


Nationalization of the Suez Canal: a 7 


Suez Committee's Discussions in Cairo. 


At the Lendon Conference a committee was appointed, comprising 
representatives of Australia, Ethiopia, Jran, Sweden and the United States 
of America under the chairmanship of Mr, Menzies to place the 18-nation 
declaration before the Egyptian Goveymment and to explain its purposes and 
objectives. The Suez Committee was also charged with finding out whether 
Egypt would agree to negotiate a convention on the basis of this statement 
and if she were willing, further arrangements were to be made in consultation 


with Egypt to proceed with negotiations, 
Committee's discussions with Colonel Nasser, 


The committee arrived in Cairo on 2nd, September, At its first 
meeting with Colonel Nasser on Monday, 3rd, September, procedural matters 
were discussed, At a second meeting on the same day, the committee presented 
and explained the 18-nation statement and left with Colonel Nasser an aide 
memoire (text at Appendix I) on the Committee's attitude towards its task, 
, At the conclusion of this second meeting, Mr, Menzies spent sane time alone with 
the Egyptian President: Mr. Menzies coments on this conversation are given 
in paragraphs 3 and 4 of his cable attached at Appendix 2, 


At a third meeting with the camittee on 4th September, Colonel . 
Nasser rejected the proposals contained in the 18-nation statement, as being a 
restoration of "collective colonialism" and as a form of domination which he 
could never satisfactorily explain to the Egyptian people. 11 members of the 
committee including especially Ethiopia, responded promptly and firmly by 
saying that their national policies wére entirely out of sympathy with the 
continuance of colonialism, 


3b Aofirme oioboast On 5th September at a further meeting, Colonel Nasser made it clear 
I Arkauod that he was irrevocably opposed to the central features of the 18-nation 
i fee proposal, He was prepared to enter into an agreement to fix the scale of 
al dues and to modernise the 1888 Convention guaranteeing freedom of navigation but 
W/ he specifically rejected anything other than entire Egyptian operation of the 
> Canal, 
Termination of talks with Colonel Nasser: 


At this point di ew RG to spend further time in 


efforts at persuasion would be fruitless... /To terminate 
o te ° 
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Te terminate the talks with the clearest possible definition 
of the fundamental differences between the 18—nation position and the 
Egyptian position, the committee on 7th September sent Colenel Nasser 
a considered memorandum the text of which is given in Appendix 3, 

Colenel Nasser's reply (Appendix 4.) was received on 9th September, 

At the London Conference, the Spanish delegation requested 
that in the event that the camittee was unable to reach agreement with 
the Egyptian Government; on an international beard for the Suez Canal, the 
Committee shculd bring to Colonel Nasser's attentiom the Spanish proposal 
at the Conferences This was duly dme, but no mentio is mde of it in 
Coleel Nasser's replys The essence of the Spanish propesal, which was in 
the form of an amendment to the 18-nation statement, was that the beard to 
eperate, maintain and develcp the Canal should be Iyyptian with "an adequate 
representation of the canminity of Nations" using the Canal. 

The committee had in all fcur meetings with theEgyptian President 
and proposed after a formal leave taking to leave Cairo for London am 
1LOth September. 

Reporting back t6ildhdoh Conferenaet ©. v2 1 

The ctnmittee is required to report back to the Londen Conference 
but it is not yet clear how this will be dome: Mrs Menzies has in mind 
reporting to Mr. Selwyn Lloyd in his capacity of chairman ¢f the London 
Conference although other members of the committee think the report should 
be made simultaneously to the representatives of the 18 Nations, presumably 
in London. 

Publication of Documents: 

The conmittee has arranged for the following documents to be 
published: the aide memoire to Colonel Nasser of 3rd September (Appendix I)3 
the committee's memorandum 6f 7th September to Colénel Nasser (Appendix 3); 
Colonel Nasser's reply (Appendix 4); and a letter from the camittee to 
the Egyptian Government, conveying the Spanish proposals. 

NEXT STEPS: 
United Kingdém: 

The United Kingdon is new urgently cmsidering its next steps 
under two heads: 

(a) recourse to the Security Camcil; and 


(b) action with regard to des. 
Their view is that having explored the possibilities under Article 33 of the 
United Nations Charter (pacific settlement of dispute) they should new 
/go to the 
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go to the Security Council to consider the dispute under Chapter VII 
as a threat to the peace, and calling upon Egypt to negotiate a just 
and equitable arrangement for the international operation of the Canal 
on the basis of the 18 Nation proposals. They consider that their request 
for a meeting will have to be made within the next few days. 

With regard to Canal dues, the United Kingdom cmsider it is 
essential to avoid the danger that President Nasser should continue to 
benefit from his act pending discussion in the Security Council. The 
United Kingdom is, therefore, thinking of asking all major users of the 
Canal to make a statement as early as possible to the following effect: 

(a) that they do not recognise the natimalisation 

of the Canal; 

(b) that they shall take steps to deny transit dues 

to the Egyptian Government or the new Ryyptian 
Board; and 


(c) that they are advising their ship owers accordingly, 
France; | 
The French appear to support these proposals and have suggested 
that it would be unwise to go to the Security Council until undertakings 
had been obtained fran the United States that they would not support 
any resolution in the Council which varied materially from the London 
proposals or restricted their eventual freedom of action. 
N. A. T. 0. : 
The United Kingdom proposal about reference to the Security 
Council was raised last week in the N.A.T.O. Council where the general 
feeling appeared to be that there should be a recourse to the United 
Nations before any forcible steps were taken. The Belgians spoke strongly 
cn these lines and were supported by the Turks and Germans. The Canadians 


alse are not in favour of the use of force except as a last resort ; 
the text of Mr. Pearsm's statement is attached at Appendix 5 and the 
views of the Canadian Prime Minister are given in Appendix 6, 

United States: 

The United States, as President Eisenhower said on 31st 4ugust 
is "seommitted to a peaceful settlement, nothing else." 

Initial reactions to the United Kingdom proposals, hawever, 
appear to be opposed t>» referring the dispute to the United Nations on 
the greunds that the United Kingdom-Frenoh pesition is not yet strong 
enough to eanmand general support. These views are reperted in the 
eables attached at Appendices 7 and 8 
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An alternative suggestim which is now being canvassed is that 
the United Kingdom and possibly other powers might address a letter to the 
Security Council drawing attentio +e the gravity of the situatiom and 


stressing the need for Eyypt to negotiate a settlement. 
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(R. G. CASEY) 
VISTER FOR EXTERNAL AFFATRS 


SS 


Canberra A.C.T. 
llth September, 1956, 


Appendix 1: Aide memeire left with Colonel 
Nasser en 3rd. September, 


" 2: Mr. Menzies comments om his interview 
with Celonel Nasser. 


. 33 Memorandum sent to Colenel Nasser en 
7th September, 
ws lee Celenel Nasser's reply. 


Me De Mr. Pearson's statement. 


" 6s Views of the Canadian Prime Minister. 


" 7 & 8: <cactios of United States of _morica 
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Further t@ my 202. 


It is too early to offer any opinion about Egypt's i 
reactions to my explanation and presentation of the 18-Power statement Rt 
on Monday evening. I spoke for avout five minutes. We had earlier 
suggested that Nasser (group omitted) not reply at once. He is likely & 
to dé so at the Tuesday evening meeting although he may begin by ask- §& 
ing questions. 


26 Bach of the four memsers of the committee expressed 
nimself warmly to me afterwards about presentation of the case. The 
significance 6f this is that the committee is united and I have taken 
particular care to keep it so. 


3 After the formal presentation of the committees 
views I spent some time alone with Nasser. I emphasised to him that 
he would be mistaken if he assumed that the London conference had 
declared against the use of force. In truth the London conference 
had not addressed itself te the question. I told him that I had go0ed 
reason to know that the United Kingdom and french Gevernments took 

a mast serious view of Egypt's actions. Nasser would »e most unwise 
to assume that the use ef feres was ruled out in the aysence of a 
satisfactéry settlement by the agrvement. I made clear that I was 
not purperting to convey tv him the intentions of those two govern- 
ments which I did not know. 


ls Nasser took this calmly and said he was well 
aware that he could not assume that forcible measures would not be use 


Sie The Egyptians have recvived the committee ser- 
rectly and courteowly. We, for our part, have gone to some length 
to ereate an atmesphere in which reasoned discussion can occur avoidi 
any implication that the committee is bearing an ultimatum. The com- 
mittee had decided to meet Nasser without his advis¢rs in order to 
gain advantage of intimate discussion. 


6. We have told the Egyptians that we do no*# propose 
to issue press communiques. 


(Received via Secretary ef State for Oemmonwealth Relations, London 
as Number 17). 
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Repeated Cairo Misc. 51, London 102. 
Suez. 
My 907. 


I saw Rountree today and gave him substance of 
Abdulgani's message to Minister (your 702 paragraph 2). He 
expressed appreciation. 


Be I said I gathered that in Cairo meetings 

Nasser showed no disposition to negotiate on basis of 48 nation 

proposals, Rountree said it seemed clear enough that Nasser 

es at present juncture not prepared to negotiate solution along 

lines of 18 nation proposal. It was quite possible today's 
meeting would be the last. 


Be I asked what next steps United States 
envisaged. Rountree said United States has been assuming 5-Power 
Committee would report back to Governments through diplomatic 
channels rather than by convening another conference. This did 
not include a report to meeting of diplomatic representatives in 
London, (At this stage Rountree referred to Prime Ministers 
admirable contribution" in Cairo). 


Lie Apart from this procedural step Rountree said 
United States simply did not know what next substantive step would 
be. Considerable thought had been given to possibility of 
pringing question to Security Council - United Kingdom and France, 
had, he understood, given matter some consideration; Egypt 

might possibly do it despite Nasser's renewed denial on 2nd 
September of any such intention; Secretary General might do so 
under Article 99. It was, however, difficult to see what 
Security Council could do to bring about an effective and peaceful 
solution, Any resolution considered by users as proper and 
effective could not get by Soviet veto, although admittedly, 

even majority vote would have certain moral force. In general, 
United States was not, however, excluding possibility of United 
Nations action. 


5. Rountree continued it was difficult to see 
how present situation could continue after break-off of talks which 
seemed probable, Canal pilots would probably quit whether 
entirely of their own volition or not. Whether or not they would 
be told to stay on would depend on French and United Kingdom 
decision after present Cairo meetings. If pilots quit or "other 
measures" were taken by either side, resultant break-down in 
Ganal would produce “serious and grave situation". A major 
problem would be the time factor, It was difficult to see how 
any United Nations discussions could be completed quickly enough. 
to ensure no undue delay in the operation of the Canal. 
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considering other measures and instanced economic sanctions. 
This, however, would be fairly lengthy process if it were to have 
any major effect on Egyptian economy, especially since Egypt 
coulda have recourse to Communist bloc economy. 


Rountree said United Kingdom and France were 


& Rountree said a major aspect of the situation 
which should be emphasised, was that_despite cancellation of 
concessions, 1888 Convention remained in effect - 4 tact that 


Nasser did pot dispute. That Convention warns conditional on 

payment of tolls to gypt or Egyptian operation or E tian 

p Of pilots. ve—snoula not m imi ze é strength of 

fs) ga ition in this regard, namely, right of internat- 
nal community to use oO anal. ion of concession did 

not impede that right. —————— 
i 


e.. I asked Rountree what this meant in practical 
terms. Rountree said it would be one thing to “undertake 
aggression” against Egypt because of the latter's unwillingness to 
enter into a new treaty commitment; it would be another thing to 
use militen: force if Revpi impeded £1e0 Use OTe era seek 

ggested that if such impediment occurred, Nasser would seek to 
manoeuvre himself into a position where he could claim it was 

due not to any positive Egyptian action put to a situation for 

which the West was responsible, e.g. withdrawal of pilots. 
Pursuing his line of thought Rountree said that rights of inter- 
national conmund ty under_1888 Convention were also irrespective 
or-payment of tolls so that Egypt could not properly deny access 
fo Canal because of refusal of international Community to pay 
tolls in circumstances not acceptable to them. ~ 


° Reverting to the possibility of United Nations 
action, Rountree said further difficulty was the possibility of a 
resolution calling on all parties to forego the use ef force an 
all circumstances, That might tie our hands completely. By and 
large he thought that if the matter did come to the Security 
Gouncil, it was more likely to come through Egyptian initiative. 


10. Rountree said that, in the light of discussions 
in Cairo, it would be possible to see if there was any room for 
movement, I asked for clarification. Rountree said if Nasser 
pluntly refused to negotiate on basis of 18 nation proposals, if he 
made it clear he was firmly opposed to minimum principles of 

those proposals, the exercise would be over. He might, however, 
leave some room for movement. I asked whether those proposals 

did, in his view, in fact indicate the minimum principles. Rountree 
said they did but there were various ways of achieving those 
principles. United States felt that problem was to ensure that 

we had adequate degree of control, We should not ask Nasser 
directly “will you accept international control?" We must find 
another way of putting the jdea to him. We would need to have an 
illustrative arrangement within our principal statement showing 
how various practical components of problem might be handled. 

(The really vital components he said, were hiring and firi of 
pilots and imposition, collection and disbursement of tolls). 
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Rountree hoped it might be possible to explore this with Nasser 
before the 5 Power Committee leaves Cairo. 


Spender. 


A/P.M. & DEPT. 
MIN. & DEPT. E.A. 
MIN. & DEPT. DEFENCE 


7th September, 1956. 
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Repeated London 99e« 


I went today (7th September) to see the Director 
General of N.AeTeO- He said proceedings of Council Meeting 
5th September had been kept particularly secrete Beforehand 
several members, especially the United States of America and 
Canada had been perturbed, thinking British foreign setretary 
was coming over to seek along with the French a delcaration of 
Supporte 


ee Ismay said Lloyd had handled Couneil well. He had 
stressed that he did not ask for any such declaration. He told 
them what had happened at London Conference at which several 
members had not been represented and then explained the policy 
of military preparatione Speaking on similar lines Lloyd 

end Pineau had emphasised the large number of their nationals 
in areas involved whose protection must be ensured. There 

was no question of using force unless Egypt used it first or 
unless Egypt imprisoned their pilots or took dis#riminatory 
ection against their ships in the canale (Ismay #bmmented 
that earlier British propaganda hed not been goode It should 
have sontentrated all along on the precautionary character of 
military preparations). 


Se According to Ismay only the Belgians had taken a strong 
line in supporte turkey had spokene: Also Germany but only 
generalitiese The rest had said nothing but it was easy to see 
they felt there should be a reeourse to the United Nations 

before any forcible steps were takene 


le He asked that you regard the above as very confidentiale 


be As regards the U.sS.S.Re he said their attitude at the 
Londen Conferenee had been clearly one of wanting no agreement of 
any kind. If the Egyptians had agreed, the *ussians would 
still have disagreed. 


be He thought there was a bad six months aheade. Every- 
where you looked there was troublee. He instanced Cyprus for 
which he would like to see a NeAT.O. Solution with Great Britain 
acting as agent for NeAeT.O. and Greek and turkish deputy gover- 
n OrSe Also Iesland: he had today had to complain to the 
£mericans because of their heavy-handedness ever this probleme 


Ts The French Parliamente There seems to be no dis-= 


position at present to follow the United Kingdom's lead and 
recall Parliament. 


TOP SEGREP 


TOP SECRET 


DEPARTMENT OF EXTERNAL Ark NUMEBER......csscssssesens 


INWARD CABLEGRAM 
=. Te 1LeGle 


"Le Monde this evening had a leader on recaurse to 
United Nations, saying, while not very noticeable in *rance, the 
moverent favouring this course has already greatly grown in 
England and is even more marked and general in United States. 


Be 


Stirlinge 


— ee a ee ee ee ree ee 


MIN & DEPT. EoAe 
VIN &IEPT. DEF. 
VReEede BUNTING. 


9th September, 195e. 


SEC WVRe BOOKER, MR, #ORSYTH MRWALLER MReKEVIN DR. WYNESe ’ MR-RENOUF 
MR»eLOOMES MReFURLONGER MR.LANDALE MR.BILLINGTON MReDAVIS MR.LOVEDAY 


NVRe LAWREY. 
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Australian Legation, 242 
CAIRO, 


20L. TOP SECRET. IMMEDIATE. 
Menzies from Casey. 


I do not suppose that there is much that we can send you 
from here that will be of use to you at this stage in your talks 
with Nasser. I imagine that Nasser is impressed with the extent 
of the financial burden of maintaining and expanding the Canal in 
the future. From which he would be entirely relieved by the 
184Power proposal. I am sure that you have rubbed in to him the 
considerable financial advantage to Egyot of the 16-Power proposal 
However I expect that pride and prestige put the economic aspect 

~~. into the background, 


Fe 
I am directing myself in this telegram to what happens 
* if the Cairo talks break down through Nasser rejecting the main 
content of the 18-Power provosals. 


I wonder if the United Kingdom Government realises the 
inevitable implications of the use of force, If and when the 
first round is fired, the merits of the Suez Canal dispute will 
be forgotten, and the fact that a Great Power has used force on 
a smal Afro Asian Nation to doal with a political problem will 
dominate the minds of the majority of the countries of the world, 
Vlora opinion would be overwhelmingly against the United Kingdom 
and inferentially against Australia, The 18 powers woud dwindle 
to a very few. 


If and when the Cairo talks break down then I would 
most forvently. hope that the Suez Canal problem is taken by the 
United Kingdom/the Security Council if only to give opportunity 
to ventilate the subject fully and to impress on the worid the 
merits of our case. Reference to Security Council would no 
doubts be followed by a Russian veto. This could be followed by 
Special General Session of General Assembly, but it is doubtful 
whether United Kingdom could get support of two-thirds majority 
| saad Egypt could probably not get two-thirds either). 
Reference to United Nations consequently does not promise any 
“positive result. Its value seems to lie in demonstrating United 
Kingdom da esire to exhaust all means of reaching peaceful 
setcslement. If however United Kingdom is prevared to contemplate 
some settlement short of what it has hiterto maintained as the 
minimum (such as Egyptian assurances it will observe 1888 or 
revised Convention, with some international machinery to assure 
this) then United Nations might be forum for achieving this and 
saving face of United Kingdom and Egypt. 


To my mind it is no use the United Kingdom keeping on 
repeating that the Suez matter is "life or death" to her. They 
ghould have thought of that in the last several years when most 
vicious propaganda was being built up against her in every Middle 
Bast country, and apparently without equally vigorous response. 


POP SECKEL jim nibting a 
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The more real issue now is that the use of force in tho Suez 
issue would "life or death" to Britain - and more likely death 
than life, by reason of the overwhelming volume of world 

opinion against her that the use of force would generate, 

which would very greatly diminish her influence in worid affairs, 
This probable result would be a very high price to pay for an 
attempt to eliminate Nasser as the Head oi State in Egypt. Nor 
would it, I believe, by any means guarantee that the movement 
for the elimination of Western influence and interests in the 
Middle East would be defeated. Possibly the reverse. 


In other words, I believe that there would be less 
damage to Britain's prestige and interests by avoidance of tho 
use of force than by the use of force, 


If Britain were to use force, Israel would want to horn 
in, if only to even up the soore against Egypt, This would bring 
in a majority of Arab countries against Israel and so against 
Britain. 


I say nothing of tho attitude of America and Russia 
towards the use of force, which would be only speculation. 


Difficult as your task has been in Cairo, I would 
believe that your subsequent task in London will be even more 
difficult - that cf weaning the United Kingdom away from the 
use of force, which I would believe offers no solution in any 
event. 


As you know, Cabinet has been strongly sympathetic with 
the British cause and I have no doubt that this attitude will 
continue, whatever the outcome, although this has not been 
discussed since I returned to Lustralia. 


I am in Melbourne and Fadden and McBride are elsewhere, 
I have told them of the general content of this telegram, with 
which they are in agreement. Although they have not seen it in 
detail, 


Fadden asks me to say that there has been no Cabinet 
discussion about next steps, but whatever they are to be we want 
to make sure that the United Kingdom think the thing through 
calmly and realistically, and acquaint us in detail with their 
views and reasons, including their detailed thinking on successive 
next steps to be taken by United Kingdom and associated countries. 


—— eee 


Min. & Dest. External Affairs. Cost = £73.15,0 
Sir Philip McBride. 

Sir Frederick Shedden. 

Myr, BJ. Bunting. 


8th September, 1956. 4 
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THE HEADINGS UNDER WHICH WE NEED OR SHALL NEED INFORMATION AT 
SOME STAGE ARE THESEs- 
CAIRO DISCUSSIONS: 
i. HOW WAS THE LONDON DECLARATION INTERPRETED TO NASSAR BY THE 
VISITING MISSION THE AIDE MEMOIRE HANDED TO NASSAR SPOKE OF THE 
NEED FOR #°A DEFINITE SYSTEM FOR THE, OPERATION, MAINTENANCE AND 
DEVELOPMENT OF THE CANAL.**® IT DOES NOT GO MUCH BEYOND THIS. 
2... PARAGRRPH 3¢A) OF THE EIGHTEEN NATIONS DECLARATION, AS ALTERED 
BY THE PAKISTANI AMENDMENT PROVIDES THAT THE OPERATION OF THE CANAL 
WOULD BE THE RESPONSIBILITY OF A SUEZ CANAL BOAFH+ BOARD, THE STATUS 
OF WHICH WOULD BE DEFINED BY A CONVENTION TO BE NEGOTIATED WITH 
EGYPT. ..THE PAKISTNH+ PAKISTANI AMENDMENT DELETED THE EXPRESSION 
** INTERNATIONAL BOARD’? WHICH APPEARED IN THE FIRST DULLES DRAFT. 
DID NASSAR DIRECT ANY DISCUSSION TO POSSIBLE IMPLICATIONS OF THE 
PAKISTANI AMENDMENT. 
3. DOES ACCEPTANCE BY THE EIGHTEEN NATIONS OF THE PAKISTANI 
AMENDMENT, WHICH INTRODUCED SOME AMBIGUITY INTO THE DECLARATION, 
NEVERTHELESS MEAN THAT ALL EIGHTEEN POWERS HOLD TO THE PRINCIPLE 
OF INTERNATIONAL CONTROL AND OPERATION. IT SEEMS THAT THE SUEX// 
SUEZ COMMITTEE IS INTERPRETING THE EIGHTEEN POWER DECLARATION 
STRICTLY IN TERMS OF INTERNATIONAL MANAGEMENT AND CONTROL. 
4, TELEGRAM 209 FROM CAIRO STATES THAT NASSAR HAS SPECIFICALLY 
REJECTED ANYTHING OTHER THAN ENTIRELY EGYPTIAN OPERATION AND HAS 
NOT EVEN VOLUNTEERED THE ADVISORY BOARD WHICH THE INDIAN PROPOSAL 
CONTEMPLATED. WERE ANY PARTICULAR FORMS OF INTERNATIONAL CONTROL 
OR SUPERVISION AS DISTINCT FROM OPERATION DISCUSSED WITH NASSAR 


5e WAS THERE ANY DISCUSSION WITH NASSAR ON THE QUESTION OF ASSOCIATO 


-ING THE UNITED NATIONS WITH THE CONTROL OR SUPERVISION OR OPERATION 
OF THE CANAL? 


__-—onoSHE GIVEN ANY INDICATION AS TO WHAT HE PROPOSES TO pO IN 
THE EVENT OF A BREAKDOWN IN THE TALKS? PRESUMABLY HE SIMPLY AWAITS 
THE NEXT MOVE BY THE EIGHTEEN POWERS, 
NEXT STEP 


BE NECESSARY TO RECONVENE THE CONFERENCE IN ORDER TO RECEIVE THE 
COMMITTEE’S REPORT OR WILL LLOYD TRANSIT THE REPORT THROUGH DIPLOMATIC 
CHANNELS? MR MENZIES" TELEGRAM SUPPORTS // SUGGESTS THAT IT WILL 

BE FOR LLOYD TO ADVISE THECONFERENCE MEMBERS AS HE THINKS FIT. 

2. WHETHER OR NOT THE CONFERENCE RECONVENES HOW ARE WE TO READ 
YESTERDAY'S PRESS REPORT FROM PARIS THAT MEMBERS OF NATO WANT TO 

TAKE THE SUEZ@DISPUTE TO THE UNITED NATIONS AND ARE UNWILLING TO 
SUPPORT MILITARY ACTION BY THE UNITED KINGDOM AND FRANCE 

$e WHETHER OR NOT THE CONFERENCE Is RECONVENED CAN WE TAKE IT THAT 
THE EIGHTEEN NATIONS WILL HOLD TO THE PRINCIPLE OF INTERNATIONAL 
OPERATION OR WILL SOME OF THEM VEER TOWARDS SOMETHING LESS THAN THIS? 
AS INDICATED IN PARA 3 UNDER '* CAIRO DISCUSSIONS** IT IS DIFFICULT 
FOR US HERE TO JUDGE JUST HOW FAR MANY OF THEM HAVE COMMITTED THEMSEI- 
VES TO INTERNATIONAL OPERATION, OUR ANALYSIS OF THE VERBATIM REPORT 
OF THE LONDON MEETINGS LEAVES SOME DOUBT IN OUR MINDS AS TO WHERE 
EXACTLY A NUMBER OF THEM STAND. 

BEITISH AND FRENCH POSITION 


1. ARE THE BRITISH CONTEMPLATING REFERENCE TO THE UNITED NATIONS? 


2. IF SO TO THE SECURITY COUNCIL oR THE GENERAL ASSEMBLY 
3. ON WHAT GROUNDS WOULD IT BE PRESENTER 
(B) ECONOMIC SANCTIONS 


Te AI WAT STAGE IS” £1 CUNTEMPLATED 1HAT—THESE MIGHT BE APPLIED a 
2. WHAT IS THE BRITISH ESTIMATE OF THE LIKELY EFFECT OF THEM 
3. WHAT FORM ARE THEY LIKELY TO TAKE? 
(C) MILITARY FORCE 
= Sescersesceseces= 
1, IN WHAT CIRCUMSTANCES WOULD FORCE BE APPLIED,? 
2. HOW DO THE BRITISH AND FRENCH ENVISAGE THAT IT WOULD BE APPLIED 
I, E. MILITARY AND POLITICAL OBJECTIVES? 
3. IF FORCE IS APPLIED HOW LONG WOULD IT TAKE TO ACHIEVE THE 
MILITARY OBJECTIVE? 
4 HOW IS IT EXPECTED THAT THE POLITICAL OBJECTIVE WILL BE ACHIEVER 
5e IF FORCE IS APPLIED WHAT SAFEGUARDS ARE AVAILABLE TO PREVENT 
SABOTAGE TO BRITISH PIPELINES? 


6. IF FORCE Is DECIDED UPON WHAT SUPPORT FROM OTHER COUNTRIES DOES 


THE UNITED KINGDOM EXPECT? 
7e WHAT IS THE UNITED KINGDOM ESTIMATE OF THE POSSIBILITY OF RUSSIAN 
INVOLVEMENT? 
8. IF RUSSIA ASSISTS WITH VOLUNTEERS HOW COULD THEY BE GOT TO 
EGYPT AND IN WHAT LIKELY NUMBERS? 

ISRAEL 

essen 

WHAT IS THE PRESENT BRITISH ESTIMATE OF THE ROLE WHICH ISRAEL 
MIGHT PLAY ( I E PASSIVE OR ACTIVE) IF THE SITUATION DEVELOPS 
ADVERSELY. 


MESSAGE ENDS 
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Repeated Cairo Misc. 51, London 102% 
Suez. 
My 907. 


I saw Rountree today and gave him substance of 
Abdulganits message to Minister (your 702 paragraph 2) He 
expressed appreciation. 


As I said I gathered that in Cairo meetings 
Nasser showed no disposition to negotiate on pasis of 18 nation 
proposals. Rountree said it seemed clear enough that Nasser 
was at present juncture not prepared to negotiate solution along 
lines of 18 nation proposal. It was quite possible today's 
meeting would be the last, 


3 I asked what next steps United States 
envisaged. Rountree said United States has been assuming 5-Power 
Committee would report back to Governments through diplomatic 
channels rather than by convening another conference. This did 
not include a report to meeting of diplomatic representatives in 
London. (At this stage Rountree referred to Prime Ministers 
"admirable contribution" in Cairo). 


4. Apart from this procedural step Rountree said 
United States simply did not know what next substantive step would 
be. Considerable thought had been given to possibility of 
bringing question to Security Council - United Kingdom and France, 
had, he understood, given matter some consideration; Egypt 

might possibly do it despite Nasser's renewed denial on 2nd 
September of any such intention; Secretary General might do so 
under Article 99. It was, however, difficult to see what 
Security Council could do to bring about an effective and peaceful 
solution, Any resolution considered by users as proper and 
effective could not get by Soviet veto, although admittedly, 

even majority vote would have certain moral force. In general, 
United States was not, however, excluding possibility of United 
Nations action, 


Bie Rountree continued it was difficult to see 
how present situation could continue after break-off of talks which 
seemed probable, Canal pilots would probably quit whether 
entirely of their own volition or not. Whether or not they would 
be told to stay on would depend on French and United Kingdom 
decision after present Cairo meetings. If pilots quit or “other 
measures" were taken by either side, resultant break-down in 
Canal would produce “serious and grave situation". A major 
problem would be the time factor, It was difficult to see how 
any United Nations discussions could be completed quickly enough 
to ensure no undue delay in the operation of the Canal. 
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6. Rountree said United Kingdom and France were 
considering other measures and instanced economic sanctions. 
This, however, would be fairly lengthy process if it were to have 
any major effect on Egyptian economy, especially since Bgypt 
could have recourse to Communist bloc economy. 


° Rountree said a major aspect of the situation 
which should be emphasised, was that despite cancellation of 
concessions, 1888 Convention remained in effect - a fact that 
Nasser did not dispute. That Convention was not conditional on 
payment of tolls to Egypt or Egyptian operation or Egyptian 
provision of pilots. We should not minimize the strength of 
our own legal position in this regard, namely, right of internat- 
ional community to use of Canal, Cancellation of concession did 
not impede that right. 


8 I asked Rountree what this meant in practical 


terms. Rountree said it would be on thi o “undertake 
aggression" against E + because of the ness_ to 
enter into a new treaty commitment; pit would be another thing to 


use mili NBypu impede ree use of the Canal. I 
suggested that if such impediment occurred, Nasser would seek to 
manoeuvre himself into a position where he could claim it was 

due not to any positive Egyptian action put to a situation for 
which the West was responsible, ¢.&. withdrawal of pilots. 
Pursuing his line of thought Rountree said that rights of inter- 
national community under 1888 Convention were also irrespective 
of payment of tolls so that Egypt could not properly deny access 
to Canal because of refusal of international community to pay 
tolls in circumstances not acceptable to them. 


9. Reverting to the possibility of United Nations 
action, Rountree said further difficulty was the possibility of a 
resolution calling on all parties to forego the use of force in 
all circumstances, That might tie our hands completely. By and 
large he thought that if the matter did come to the Security 
Council, it was more likely to come through Egyptian initiative. 


10. Rountree said that, in the light of discussions 
in Cairo, it would be possible to see if there was any room for 
movement, I asked for clarification. Rountree said if Nasser 
pluntly refused to negotiate on basis of 18 nation proposals, if he 
made it clear he was firmly opposed to minimum principles of 
those proposals, the exercise would be over. He might, however, 
leave some room for movement. I asked whether those proposals 
did, in his view, in fact indicate the minimum principles. Rountree 
said they did but there were various ways of achieving those 
principles. nited States felt that problem was to ensure that 
we had adequate degree of contro e shou not as asse 

rectly "wl you accept interna ional control?" We must find 
another way of putting the idea to him. We would need to have an 
jllustrative arrangement within our principal statement showing 
how various practical components of problem might be handled. 
(The really vital components he said, were hiring and firing of 
pilots and imposition, collection and disbursement of tolls). 
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Roun? hoped it might be possible to explore this with Nasser 
llnerore the 5 Power Committee leaves Cairo. 


Spender. 


A/P.M. & DEPT. 
MIN. & DEPT. E.A. 
MIN, & DEPT. DEFENCE 


7th September, 1956. 


gEC A/Ss DR WYNES MR RENOUF MR LOOMES MR LANDALE MR BILLINGTON 
MR DAVIS MR LOVEDAY MR LAWREY 
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SUBJECT SUEZ CANAL: USE OF FORCE: AUSTRALIAN ARTO 


FORMR. LANDALE. — The Minister for the Army has been misreported 
ae in the press - see Cairo's telegram No. 190 and 

Tokyo’s No. 279 - as saying that "if there was a demand 
for despatch of troops throughtthe Suez crisis, Austral 
is ready to send one battalion of fully equipped 
troops and can soon mobilise another battalion. If 
necessary, she can mobilise a complete division of 
17,000 men." 


2. The report can either be allowed to stand or 
corrected. 
3. If the report is allowed to stand, it will be 
open to the following interpretation: 
(a) that Australia foresees the possible need 
to impose a military solution on Egypt; 
(bd) that the Australian Government is 
prepared to support this policy 
actively. 
4, On the other hand, if the report is corrected, 


it may be interpreted as a sign of weakness, detracting 
from our hitherto fairly strong, public support of the 
United Kingdom, 


5. The Prime Minister has not indicated whether 
he will be correcting the impression given by these 
reports and I suggest that any need for a public 
correction must first be cleared with him so as not to 
embarrass further the negotiations in Cairo. Events 
may, however, take over and some correction emerge 
from question time in the Souse to-day. 


6. It might, however, be considered desirable 
to send the attached draft cable to the posts 
indicated. 

DIB. 


M.E. Section. 
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a Sent: 5th September, 19563 
1356 . 
Rec'd: 6th September, 19565 
0830 : 
FROM: 
Australian Embassy, 
WASHINGTON. 
902.6 TOP SECRET IMMEDIATE. 


addressed Cairo Miscellaneous 47, 
For the Prime Minister only 
From Spender repeated to Mr. Caseye 


Eugene Black rang me this morning and suggested 
that it might aid your discussions if -in any way either 
within the Conference or otherwise you could contrive 
*o talk to Kassouri , Minister for Finance who is very 
well known to him and is regarded by him as a highly 
intelligent, objective and sensible man. 


Bleck has asked me to transmit this message to 
you, 


MIN. & DEPT. EVA. 
MR. E.J. BUNTING 


a ee ee 
SEC MR. BOOKER MR. FORSYTH MR. WALLER MR. KEVIN 


6th September, 1956, 
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Record of Conversation with ......0............ 


5th 


as capac as ate 7 269, 


4. Mr. Irwin said that the Canadian Government was 
‘most interested to have the latest information on the Suez 
| discussions in Cairo. 


2. I told Mr. Irwin that I would give him the 
following information on a most secret basis, and asked him 
‘to inform his Government accordingly and to ask that it be 
kept to as few people as possible. 


3. I told Mr. Irwin that the Committee saw Nasser 
on 3rd September and left an aide memoire setting out 
in very reasonable terms the views of the eighteen nations, 
(I let Irwin read telegram No.194 from the Australian Legation 
Cairo containing the text of the aide memoire.) I said 
Mr. Menzies had also seen Nasser privately. The four 
members of the Committee were in agreement with everything 
done so far. When Mr. Menzies saw Nasser alone, he told 
awed x had good reason to know that the United Kingdom and 
Governments took a most serious view of Egypt's 
actions; and that Nasser would be unwise to assume that 
‘the use of force was ruled out in the absence of a satisfactory 
agreement. Mr. Menzies made it clear that he was not | 
rting to convey to Nasser the intentions of those two 
overnments, which Mr. Menzies said he did not know. 
asser took this calmly and said he was well aware that 
ase not assume that forcible measures would not be 
used. 
4. I said that the Egyptians had received the 
ommittee correctly and courteously. The Committee had 
gone to some length to create an atmosphere in which 3 
ro asrigeean discussion could occur and to avoid any implication 
hat the Committee was bearing an ultimatum. 
5. I stressed again that it was most important 
that this information should not leak out in any way. 


DISTRIBUTION : 
® Minister. a Central Br. D.L. & P.l. Br. E. & T.A. Br. Admin. Branch. 
* Secretary. : Pacific Br. U.N. Branch. C. & P. Br. Antarctic Div. 
A/S UN. L. & T. Div. Western Br. E.R. Branch. C'wealth. Rels. Melbourne Office. 
FOLLOWING POSTS): Wel on. bas : a 
eport prepar See SRA Fe 
(J. 
° 
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Record of Conversation with.... the _GANADI AN HIGH COMMISSIONER (MR..IRWIN) 


MAIN SUBJECT): SUEZ CANAL 2 / 
1. Mr. Irwin said that the Canadian Government was 


imost interested to have the latest information on the Suez 
(Canal discussions in Cairo. 


(2. I told Mr. Irwin that I would give him the 
‘following information on a most secret basis, and asked him 
ito inform his Government accordingly and to ask that it be 
kept to as few people as possible. 


3. I told Mr. Irwin that the Committee saw Nasser 

\on 3rd September and left an aide memoire setting out 

‘in very reasonable terms the views of the eighteen nations. 

‘(I let Irwin read telegram No.194 from the Australian Legation 
\Cairo containing the text of the aide memoire.) I said 

Mr. Menzies had also seen Nasser privately. The four 
members of the Committee were in agreement with everything 
done so far. When Mr. Menzies saw Nasser alone, he told 

him he had good reason to know that the United Kingdom and 
French Governments took a most serious view of Egypt's 
actions; and that Nasser would be unwise to assume that 

‘the use of force was ruled out in the absence of a satisfactory 
lagreement. Mr. Menzies made it clear that he was not 
purporting to convey to Nasser the intentions of those two 
Governments, which Mr. Menzies said he did not know. 

Nasser took this calmly and said he was well aware that 

he ae not assume that forcible measures would not be 

used. 

| 


‘4. I said that the Egyptians had received the 
Committee correctly and courteously. The Committee had 
gone to some length to create an atmosphere in which 
reasoned discussion could occur and to avoid any implication 
that the Committee was bearing an ultimatum. 


, 5. stressed again that it was most important 
we Mx Ruact<Ghe patutetaaten skenta net tect oat te any way. 


DISTRIBUTION : 
* * A/SBR{ 4) Central Br. D.L. & P.l. Br. E. & T.A, Br. Admin, Branch. 
* 4 A/S Admin. Pacific Br. UN. Branch. C. & P. Br Antarctic Div. 
SNSUN L. &T. Div. Western Br. E.R. Branch. C'wealth, Rels. Melbourne Office. 
FOLLOWING POST(S) : 
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TOP SECRET: 


& TOP SECKES 


4 DEPARTEMIET OF EXTERNAL -APEAINE OY NUMEEL fee 
INWARD CABLEGRAM. 


SH: VA I. 11733 


Sent: 5th September, 1956 


2109 
Ree'd: 6th September, 1956 
1100 


FROM: 


fustralian Legation, 
CAIRO. 


208, TOP SECRET. 


Repeated Karachi 3, Washington 7, London 
2 (London please pass Paris 3, Rome 3, Bonn 1 and The Hague 
1), Tokyo 1, Wellington 1. 


From Tange. 


The Committee met Cairo representatives 
of countries sunporting the Dulles proposals at 5 p.m. on 
5th September, The Prime Minister spoke for approximately 
15 minutes with the object of bringing them into the picture, 
He said the Comittee had become as well knit a team as one 
could. possibly find. In view of the intensity of feeling, speed 
was essential. There was fortunately no indication of anything 
but a desire on both sides of the table to bring discussion to 
a conclusion - although what conclusion was as yet guesswork. 
It was not the Committee's task to engage in negotiations but to 
present expound, explain and discuss the proposals worked out in 
London. The Committee had_a restricted jurisdiction and had 
no power or desire to depart Trom = in its mandate it 
was, however, still possible to clarify and illustrate, The 
Committee and the 18 nations believed it was quite vital to take 
politics out of the Suez Canal, It had become the subject of 
acute political considerations only of late with confusion of 
opinion, extreme statements and slogans, We should get away 
from slogans and come back to practical considerations nobody 
contests Egypt's sovereignty. If Egypt were to participate 
in an international agreement setting up an operational body 
on which it would itself be represented operating as a tenant 
on Egypt's soil this could not derrogate from her oe 
By nationalising the Canal, President Nasser had destroye 
the confidence of users and of world finance = a body with 
cooperative powers under international guarantee would produce 
confidence. There was a useful analagy in the International 
Bank, The setting up of such a body was essential to getting 
politics out of the Canal, The proposed Board should be composed 
of men who would not be mere servants of Governments but whose 
very presence would be an assurance of honest and non political 
action. Each one of them might, for instance represent a group 
of nations, There was in some quarters a belief that anyone 
politically appointed must be a politician, If this were true 
the whole juridicial system in the world would fall to the ground. 
The Board might be established by an international convention 
to which Egypt wovld be a free and willing signatory. 


MIN. & DEPT. E.i. 


MIN, & DEPT. DEFENCE 
MR. E.J. BUNTING 6th September, 1956, 


TOP SECRET 


SEC MR. BOOKER MR. FORSYTH UR. WALLER MR. KEVIN DR. WYNES 
MR. RENOUF MR. LOOMGS MR. FURLONGER MR. LANDALE MR. BILLINGTON 
MR. DAVIS MR. LOVEDAY MR. LAINREY 


DEPARTMENT OF EXTERNAL ahah SEGRET 


& 
% OUTWARD CABLE GRIGY NUMBER 2O 


BGH: SH Oo. 11546 


Sent. 28th August, 1956 
TOs 4000 


Australian High Commission, 
LONDON. 


4980, TOP SECRET - IMMEDIATE 


For Tange from Plimsoll. 


1. On 2th August, we told Cutler that risk of an 
armed clash between Egypt on the one hand and U.K. and France 
on other could not be ruled out. We added: "You will be 
well placed to watch the progress of the approach which is 

to be made to Nasser. If this fails and no alternative 
means is found to keep the discussion going, then at that 
point of time rather than waiting for a further deterioration 
in the general situation it might be wise to give another 
discreet and appropriate warning to Australian nationals. 

We leave you to exercise your own discretion on this without 


necessarily waiting for further instructions from here." 


26 Cutler has now cabled: "Assume I may evacuate 
legation families without prior approval if the situation 
deteriorated suddenly. This is not envisaged, but approval 


in principle would save time." 


Be Our reply is in our immediately following 
telegram, 


(COST £15.34) 


A/P.M. 28th August, 1956 
SIR PHILIP McBRIDE 

SIR FREDERICK SHEDDEN 

MR. E.J. BUNTING 


SEC MR. BOOKER MR. FORSYTH MR. WALLER MR. KEVIN 


TOP SECRET 


DEPARTMENT OF EXTERNAL AFFAIRSOPY NUMBER....22.... 
x | OUTWARD CABLEGRAM. 


DLB: VA QO. 11549/50 
Sent: 28th August, 1956 
1012 
208° 


Australian Legation, 
CAIRO. 6 e+ +170. 


Repeated ~ 


Australian High Commission, 
LONDON......198, (For External + For Tange), 


TOP SECRET. IMMEDIATE. 
For Cutler. 


Your telegram 186, 


: We must leave to your discretion the 
question of evacuating Legation families if the situation 
deteriorates suddenly, but that contingency apart, we ¢hink 
it might create an undesirable public impression if the 
departure of Legation personnel should occur before the outcome 
of Mr. Menzies! aporoach to Nasser is known, 


26 Tange is being informed of this exchange 
of telegrams so that he can bear your vosition in mind for 
giving advance warning or advice if possible. 


A/P .M. 

SIR PHILIP MCBRIDE 

SIR FREDERICK SHEDDEN (Cost £15.6.8) 

MR. E.J. BUNTING 28th August, 1956. 


SEC MR. BOOKSR MR. FORSYTH MR. WALLER MR, KSVIN 


wit rm DEPARTMENT OF EXTERNAL arrainp()P 2 SECRET 


_got. purporting to convey tu him the intentions of those two govern- 


INWARD CABLEGRAMGCOY Numer Io... 


BH :A8 Sie VtODe 
Dated: Uth September, 1956 
41808 
FROM: Rec'd: 5th Septenber, 1956 
0830 
Australian Legation, 
CAIRO. 


203. TOP SECRET. 
For Fadden From Menzies. 
Further to my 202, 


It is too early to offer any opinion about Egypt ' sven 
reactions to my explanation and presentation of the 18-Power statement Hi 
on Monday evening. I spoke for about five minutes. We had earlier i 
suggested that Nasser (group omitted) not reply at once. He is likel 
to de so at the Tuesday evening meeting although he may begin by ask- 
ing questions. 


20 Bach of the four members of the committee expressé 
nimself warmly to me afterwards about presentation of the case, The 
significance of this is that the committee is united and I have taken 
particular care to keep it so. 


3 After the formal presentation of the committees 
‘views I spent some time alone with Nasser. I emphasised to him that 
he would be mistaken if he assumed that the London conference had 
declared tpt the use of force. n tru e London conference 
had not addressed itself to @ question. I told him that I had good 
reason to know that the United Kingdom and ¥rench -Gevernments took 
a most serious view of Egypt's actions. Nasser would be most unwise 
to assume that the use ef fore; was ruled out in the absence of a 
satisfactory settlement by the agrvement. I made clear that I was 


ments which I did not know. 


° Nasser took this calmly and said he was well 
aware that he could not assume that forcible measures wovld not be us 


. The Egyptians have recvived the committee ser- 
rectly and courteowly. We, for our part, have gone to some length 
to create an atmosphere in which reasoned discussion can occur avoidi 
any implication that the committee is bearing an ultimatum. The com- 
mittee had decided to meet Nasser without his advisers in order to 
gain advantage of intimate discussion. 


bs We have told the Egyptians that we do not -propose 
to issue press communiques. 


(Received via Secretary of State for Cemmonwealth Relations, London 
as Number 17). _ 


MIN@DEPT EA MIN&DEPT DEFENCE 5th September, 19 


MR. EB, J. BUNTING TOP SECRET \ 


SEC 
MR. BOOKER .MR.FORSYTH MR, WALLER MR.KGVIN DR,WYNES MR, LOOMS & 
MR. FURLONGER MR, LANDALE MR.DAVIC MR.LOVEDAY MR.LAYREY . & 


Te 


Copy No. A of 2 
AUSTLEG, 


CAIRO 
Repeated: CROTONATE, LONDON (For st - for 
ange 


TOP SECRET 


For Cutler we 

Your telegram 186. 
1. We must leave to your discretion the 
question of evacuating Legation families if the 
situation deteriorates suddenly, but, that 
contingency apart, we think it might create an 
undesirable public impression if the departure of 
Legation personnel should occur before the outcome 
of Mr. Menzies’ approach to Nasser is known, 
2. Tange is being informed of this exchange 
of telegrams so that he can bear your position in 
mind for giving advance warning or advice if 
possible. 


JP/SCB 


28/8/56 


TOP SECRET 


DEPARTMENT OF EXTERNAL AFFAIRS. COPY NUMBER... 


CABLEGRAM. 
JERC:VA I..11259 


Sent: 25th August, 1956 
1412 

Rec'ds 26th August, 1956 
0500 


FROM: 


Australian Legation, ves 
CAIRO. 


186, TOP SECRET. IMMEDIATE. 


Personal for Plimsoll from Cutler, 


Reference your telegram 166, If possib 
I should be grateful for a resume'of the Prime Minister's 
views on a most personal basis, It would greatly assist my 
assessment of the situation. 


Assume I may evacuate legation families 
aithout prior approval if the situation deteriorated suddenl 
"een is not envisaged but approval in principle would save 
time. 


ae No difficulty with cash at present, 


A/P..M. 

SIR PHILIP MCBRIDE 

SIR FREDERICK SHEDDEN 

MR. H.d. BUNTING. 26th August, 19 


SEC MR. BOOKER MR. FORSYTH MR. WALLER MR, KEVIN 


| TOP SEGRE? 


Bs TOP SECRET, 
te oe copy NUMBER../.2...... 
By 


DEPARTMENT OF EXTERNAL AFFAIRS. 


OUTWARD CABLEGRAM. 


Oe 11489. 
siete * OAs Sent: 24th August, 1956. 
1900 
TOs 
Australian Legation, 
CAIRO. Vt I 


166-6 TOP SECRET. 
Personal for Cutler. 


For your most personal and secret information the Pri 
Vinisterhas now given his views on how the situation might deve 
from the point at which the proposals are put to Nassare These# 
views do not rule out the risk of an armed clash between Egypt RA 
on the one hand and the United Kingdom and France on the other. 


260 You will be well placed to watch the progress of the 
soproaon which is to be made to Nassare If this fails and no 
elternative means is found to keep the diseussion foing, then 
at that point of time rather than waiting for a further deterio® 
tion in the general situation it might be wise to give another 
disereet and appropriate warning to Australian nationals. We 
lesve you to exercise your own diseretion on this without 
necessarily waiting for further instruetions from heree 


36 It is assumed that you are having no difficulty in 


drawing funds and that if you require further sums in cash you 
will let us know. 


Cost : £10c«0.C. 

A/PeMe 

SIR PHILIP MCBRIDE 

SIR FREDERICK SHEDDEN 

VReEeJe BUNTING (P.M'S. DEPT. ) 


25th ugust, 1956. 


WReBOOKER MReFORSYTH MReWALLER MR. KEVIN 


TOP? Sear 


TOP SECKEe 
LO 


4 ~ DEPARTMENT OF EXTERNAL AFFAIRS. COPY NUMBER...f:%......0 
CABLEGRAM. 
; Oe 11514. 
ETK: JERC: OA. Sent: 26th August, 1956-6 
13256 
TO: 


Australian Legation, 
CATRO. 


169-6 TOP SECRET. IMMEDIATE. 
For Cutlere 


A ebm are extrests from telegram from Prime 
Ninister dated 22neé Auguste This is for your own information 
only and not to be quoted to other missionse 


Begins - 


"What happens if Nasser says "no"? The answer to 
this depends I think on whether he makes a*eomplete rejection 
er puts up,sounter-proposals whteh our three representatives 
think worthy of diseussion. In the latter*°ease they would 
repert back to this Conference which would be recalled for 
that purposeée But if Nasser gives a flat refusal te abanden any 
fraetion,ef his present complete +eontrel it will in my #epinion be 
at onee pyepesed by the United Kingdom to the other shipping 
nations that they should decline to pay any dues to Egypt but 
should set them aside in some fermsef "suspense account". They 
believe that if this is done and Nasser is deprived of the Canal 
revenues he will suffer such a loss*ef face at home as will 
imperil his pesition. 

The Ameriean view is that Nasser wo.ld adopt the 
attitude - "if you don't pay you don't go through". To which 
the British reply is "all right if he prevents British ships 
fram passing through the Canal we will instantly regard that 
6S a casus belli and will deal with the position by fcercee" 


Views on the latter subject vary somewhat in the 
United Kingdom Cabinet «+... Perhaps the right summing up is that 
the general feeling will be that resert to force should not 
te actively contemplated until the majority declaration has 
teen announced, given wide publicity, found to be reasonable 
by public opinion and rejected by Nassere 


I have constantly presented the view that public 
opinion, not only in Great Britain but in Commonwealth coun- 
tries and in the United States, is of first-rate importance 
end that it will not completely clarify itself unless and until 
a plainly reasonable set of proposals has been rejected by 
Egypte 


If that happens the United Kingdom Cabinet will 
undoubtedly propose to the other shipping nations the economic 
measures to which I have referred plus others which might add 
up to a total body of economic sanctionse 


: If these fail after a refusal by Nasser then Hf 
believe that all our thought should be conducted upon the 
footing not that war against Egypt will he inevitable but 


that there is an ie ae "SECRET: will occure 


Endse 


TOP: SECKEr 


DEPARTMENT OF EXTERNAL AFFAIRS. COPY NUMBER 


CABLEGRAM. 


Cost 3 £25450. 


A/EoNe 

SIR PHILIP MCBRIDE 
SIR FREDERICK SHEDDEN 
VR. Eed. BUNTING. 


27th August, 19566 


SEG MRBOOKER MR.FORSYTH MReWALLER. MR. KEVIN 


vv JP/SCB Co No. of 


Distribution: 
opy No.1 - Mr. Crawford 
2 - Branch file 
163/4/7/3/3 3 - Records copy 


24th August, 1956 


J. Ge Crawford, Esqe, C.B.E., 


Secretary, 
Department of Trade, 134 
CANBERRA, _A-C.T. 


eves Attached is Copy No.44 of Top Secret 
telegram No.2283 of 22nd August, 1956 for the Acting 
Prime Minister from the Prime Minister. 


2. This telegram is being sent with the 
concurrence of the Acting Secretary, Prime Minister's 
Department, for your personal eyes only. I understand 
from the Acting Secretary, Prime Minister's Department 
that a copy has been shown to Ministers. 
Circulation, however, is being very restricted. 

You will notice that the Prime Minister foreshadows 
possible developments which might need action by a 
number of Departments, including the Department of 
Trade. 


TOP Siren 


TOP SECRET 


DEPARTMENT OF EXTERNAL AFFAIRS. ; 
, copy NuMBER... £2... 
OUTWARD CABLEGRAM. 
Sent: 2th August, 19566 
1750 
TO:- 
Australian High Commission, 237 § 


LOND ON. 


1967- TOP SECRET. 
For External. 


Suez Canal. 


We would appreciate latest United Kingdom 
assessment of whether and if so how Israel might act in 
the event of hostilities arising out of the Suez Canal 


situation. 
A/MIN. & DEPT. B.A. (COST £12100) 
P.M'S DEPT.(MR.E.J. BUNTING) 25th August, 1956-6 


SEC MR. BOOKER MR. FORSYTH MR. WALLER MR. KEVIN 


TOP  Seree 


x CEPARTMENT OF EXTERNAL AFFAIRS. COPY NUMBER Bos (q 


tice INWARD CABLEGRAM, 44146 
Dated: 22nd August, 1956. 
2145 
FROM: + Rec'd: as August, 1956. 
Australian High Commission, 237 


GeO oN DON. 


2300. TOP SECRET. 


From Tange. 
Suez Canal. 


We have a clear impression from discussion with 
United Kingdom officials that one explanation of the continuing 
determination of the United Kingdom Cabinet that International Control 
of the Canal must be accepted by Egypt under pressure of force if 
ultimately necessary, lies in their belief that support for Nasser in 
other Middle Eastern countries is by no means asstrong as has been 
publicly avowed. They therefore assume that if they had to use force 
and used it effectively and quickly they would not automatically set 
the Middle East and North Africa aflame against themselves and France. 


26 They are reinforced in their belief by the 
evidence of strong private desire among various Middle Eastern 
leaders to see Nasser done down. Following are examples:-— 


(a) Irage Nuri has several times urged in the strongest terms that 
the United Kingdom must not give way and he emphasises 
that his whole Cabinet supports him. He has pointed out 
that he is at present well in control of the Iraqi 
Internal situation but he cannot feel sure of remaining 
so if Nasser should be allowed to get away with 
Nationalisation free from genuine International control. 
He is in fact encouraging the United Kingdom to find 
pretexts for using force. His assessment is that if 
force were used there would be a tempaary flurry of 
excitement but that provided it was quickly effective 
there would be little trouble in Iraq and that Syria > 
and Lebanon would accept the situation. ie 


(b) Saudi Arabia. King Saud is evidently disturbed and resentful 
: over Nasser's action which he sees as threatening his 

own position and his oil revenues in consequence of 
strikes sabotage and other pressures to follow Nasser's 
example by nationalising oil. The British Ambassador, 
Jedda, was recently told by a Court official that Saud 
and Nehru would probably be meeting at Jedda in the 
next few days to give vent to their disapproval of 
Nasser's behaviour and possibly invite him to join 
them and explain himself. The official's belief was 
that Nasser could scarcely refuse. This report sounds 
exaggerated and the United Kingdom authorities are 
seeking confirmation from Delhi, but the B.B.C. last 
night reported that such a meeting might take place. 


(c) Tunisia. Bourguiba has privately expressed considerable 


dissatisfaction with Nasser and apprehension about the 
consequences of the success of his coup. 


TOP ‘SECRET 


TOP SECRET 


COPY NUMBER sna 


x DEPARTMENT OF EXTERNAL AFFAIRS. 
\ —-2=__ 1.11146 
Baie The point that the United Kingdom are at 
present emphasising within and outside the Conference is that 
unless Nasser accepts the principles of International control 2H 


without undue delay Canal traffic will become disorganised through 
lack of pilots for reasons outside United Kingdom and French 

control. We understand that almost all non igyptian pilots have 
acknowledged the binding nature of their contract with the Suez 

Canal Company and their unwillingness to work Hr Egyptian authorities. 
Selwyn Lloyd has emphasised that they are remaining at work only in 
response to appeals from the United Kingdom and French Governments 

to do so at least for the duretion of the Conference, but that they 
cannot be expected to do so much longer while the present uncertainty 
exists. This point carries evident weight among materialistic 
scandinavians and we understand Sden stressed it in a personal 
message which he sent last night to Nehru. 


° We have not so far been able to obtain 
United Kingdom appreciation of likely reactions in Syria. 


A/P.M. 

SIR P. McBRIDS 

SIR FREDERICK SHEDDEN 

MR. E.J. BUNTING. 23rd August, 1956. 


S30 MR. BOOKER MR. FORSYTH MR. WALLER MR. KEVIN 


TOP SECRET 


qp SCCpET 


FROM : High Commissioner for New Zealand, London \ 2ae 
TO : Minister of External Affairs, Wellington No. 1133 
REPEATED : New Zealand Ambassador, Washington No. . 40 


\ 
D: 194 t 1956 R:19A t, 1956 ‘ 
‘ 04.20 ; 19.45 ‘ } 


TOP SECRET 
For Prime Minister and Algie from Macdonald. 


No. 1133 etc. 


SUEZ CANAL 


Climax of Conference will probably come 
Monday. British intend that Conference should agree 
upon a declaration of principles and that this declaration 
should be presented to Egypt for negotiation on Basis of 
an international system. Declaration will in effect 
consist of Dulles' four principles, but exact wording 
and method of negotiation with Egypt will be worked out 
in many consultations over weekend. Question is whether 
there will be a small Committee of Negotiation or a single 
negotiator. Krishna Menon hopes to be appointed negotiator 
and for that purpose has refrained from speech-making, 
But British dismiss any such idea, insisting that if 
there is to be a single negotiator he must be British. 
Probability is small Committee. 


2e British aremost anxious that no one should 
think they are bluffing about their determination to use 
force if necessary to safeguard their vital interests. They 
argue (all this of course in strict privacy) that if India 
and other Asians think British are merely bluffing, and 
that war is not a possibility, They will not use persuasion 
on Egypt to accept an effective international system but 
will indicate to Egypt that they need not bother to do 
anything except give vague assurances. If, however, 
Indians and others believe that ritain is determined to 
go to war if necessary they will (so British calculate) 
advise Nasser that he must make substantial concessions. 
For this reason British are annoyed with Canadians - with 
whom they are having more trouble than anyone else. They 
are concerned lest Canada should publicly advocate peaceful 
solution. They argue that Canada would endanger peace > 

if they did this, because they would thereby encourage 
Egyptians to make so few concessions that Britain would be 
obliged to go to war to secure what she considers vital 

to her interests. British officials point out that it 

is one thing to counsel the British privately to use only 
peaceful measures (as Menzies is doing) but quite another, 
and harmful, thing to do this publicly. 


3. But surely, one may argue, the British are 
bluffing. Surely British Ministers realise that it would be 
ruinous to British interests to use force. To this I can 
only answer ; 


J 
vere 


mao mua | ()P SFORET 


Cena 


FROM : High Commissioner for New Zealand, London 235 
TO : Minister of External Affairs, Wellington No. 1133 
REPEATED : New Zealand Ambassador, Washington No. 40 


D 19 A st 1956 R: 19 Au t, 1956 
+ 04.20 19.45 
TOP SECRET 


For Prime Minister and Algie from Macdonald. 
No. 1133 etc, 


SUEZ CANAL 


Climax of Conference will probably come 
Monday. British intend that Conference should agree 
upon a declaration of principles and that this declaration 
should be presented to Egypt for negotiation on Basis of 
an international system, Declaration will in effect 
consist of Dulles’ four principles, but exact wording 
and method of negotiation with Egypt will be worked out 
in many consultations over weekend. Question is whether 
there will be a small Committee of Negotiation or a single 
negotiator. Krishna Menon hopes to be appointed negotiator 
and for that purpose has refrained from speech-making. 
But British dismiss any such idea, insisting that if 
there is to be a single negotiator he must be British. 
Probability is small Committee. 


British aremost anxious that no one should 
thine they are bluffing about their determination to use 
force if necessary to safeguard their vital interests. They 
argue (all this of course in strict privacy) that if India 
and other Asians think British are merely bluffing, and _ 
mag war is not a possibility, They will not use persuasion 

n Egypt to accept an effective international system but | 
will indicate to Egypt that they need not bother to do. 
anything except give vague assurances. If, however, 
Indians and others believe that 4ritain is determined to. 
go to war if necessary they will (so British calculate) © 
advise Nasser that he must make substantial concessions. 
For this reason British are annoyed with Canadians - with 
whom they are having more trouble than anyone else. They > 
are concerned lest Canada should publicly advocate peaceful 
solution. They argue that Canada would endanger peace 
if they did this, because they would thereby encourage ~ 
Egyptians to make so few concessions that Britain would be 
obliged to go to war to secure what she considers vital 
to her interests. British officials point out that it 
is one thing to counsel the British privately to use only 
peaceful measures (as Menzies is doing) but quite mere? 
and harmful, thing to do this publicly. 


But surely, one may argues the British are 


3. 
bluffing. Swrely British Ministers realise that it would be 
ruinous to British interests to use force. To this I can 


only answer ; Bia 
| 
JP SECRET i 


237 


(1) Since the day Nasser nationalised the Company 
the British Government has pushed ahead every 
possible military preparation. There has been 
no delay or faltering, and preparations continue. 


(2) Every British officer with whom we have discussed 
the matter takes the following line ; 


(a) The use of force would be quite unreasonable 
and the =a of caution and negotiation 
through t ted Nations is the reasonable 
course; but 


(b) Ministers are quite unreasonable, being 
absolutely determined to use force if 
necessary to get the adequate international 
control they consider vital to Britain's 
interests; and 


(c) Officials have given up trying to restrain 
Ministers because they have concluded that 
it is a hopeless task. 


4. British officials mention that a good deal 
depends on the tone of the Sunday papers tomorrow, If the 

are "reasonable" and less firm (as was the influential 'Observer' 
last Sunday) Menon and other delegates will be encouraged 

by the division in British opinion to resist the presentation 

of strong proposals to Egypt. In this case, officials say, 

the chances of war will be considerably inreased. As one 

put it...."If as in 1914 and 1939 the other party thinks there 
won't be war, there will be war", 


(Signed) DEPUTY 


19/8/56. 


TOP SEGRET 


y TOP SECRET 


COPY NO.._-22 


CS LE. Tee Te 


Sydney, 22nd August, 1956. 


Decision No. 399 


Without memorandum - Suez Conference, London. 


Cabinet noted the contents of Cable No. 2283 
from the Prime Minister referring to the request by Sir Anthony 
Eden and Mr. Dulles that he should be available as a member of 
the Committee to present the Suez Conference majority view to 
Colonel Nasser. 


Cabinet.considered that it was clear that the Prime 
Minister could make a special contribution for Australia, the 
British Commonwealth and the Western World by taking part in’ 
the meeting with Nasser, notwithstanding the disadvantages of 
the Prime Minister’s absence for the resumption of Parliament 
(including the introduction of the Budget). 


Cabinet accepted in principle the proposal that the 
Prime Minister should accept an invitation to serve on the 
Committee. However, Cabinet decided not to send firm advice 
to the Prime Minister until such time as requests from the 
United Kingdom and/or the United States were received. 


Cabinet agreed that, if the Prime Minister does serve 
on the Committee, authority should be obtained for the Acting 
Prime Minister to release messages from the United Kingdom and/or 
the United States requesting the Prime Minister's services. 


Certified true copy. 
mo (1) fs A. 
oA: Ceowrrrv 


Acting Secretary to Cabinet. 
\ ; LO P.. SECRET 


ast 


“oe a 


ita SUS eo A, 


Je Co. G Kevin, Esq, 
Department of External Affairs, 


CANBERRA, A.C.T. 
ee 30 


With the compliments 


of the 
Official Secretary 


2 copies of letter (1 of enclosure} dated 
22nd August 1956, addressed to M. C. Tinbs, 
Esq., Prime Minister's Department, on the 
subject of the Egyptian Nationalisation of 
the Suez Canal Company. 


Office of the High Commissioner 
for the United Kingdom, 
Canberra, A.C.T. 


22nd August, 1956, 


Adod wiayy' 1 


eee aed SSF oNvonsag OPO = Ka pancuey 


rrr 


POAOULAL SOMO} JO JOqUINNY 
8/710} Jo aed UT payasut uaaq sey Adoo pasundxe /Adoo y 


Seater “ON Ula} ge Peay eae “ON UOISSId9Y/S8LIG 


"Wd}I SIY} WIO1J POAOUIII UVdq aARY/seY 


— See-oee  Pamquinus/oqoy 


FOIAGV TVAOWAY LNAWNOOG 
SdAIYIIY uUeITeIJsNYy & 
0661 eunr 


2422 SVN 


e TOP SECR Ly 


7 « DEPARTMENT OF EXTERNAL ArFairs, COPY NUMBER 


HMC: HP INWARD CABLEGRAM. I.11096/ 1100 


Dated: 22nd August, 1956. 
0150 


FROM: ; 
Rec'd: 22nd A ugust, 1956. 
1330 


Australian High Commission, 
LOWDON. 


2285, TOP SECRET. EMERGENCY. 


2g 


For Fadden from Menzies. 


Suez Canal problem. 


Menon made a speech yesterday full of pious talk 
about peace, but he ended up by presenting a proposal which would 
give Nasser practically everything and which no self respecting 
British Government could accept. 


I think he helped to create a feeling adverse to 
his views in Pakistan, which today tabled acceptable amendments 
to the Dulles! proposals backed by Iran, Turkey and Ethiopia. 

In the result there was a good bit of voting for the Dulles! 
proposals as amended, the present position being 17 in favour, 

4 against and Spain perhaps rather more against than for, but 
perching precariously on the top of Gibraltar. In effect I think 
that the Pakistan Foreign Secretary stole the leadership of the 
Rastern bloc from Krishna Menon. I would like to tell you that 
Casey has done, in the last few days, a great deal of work with 
the Pakistan Delegation and in my opinion deserves much credit 
for what they finally did. : 


The Soviet made a long and inflammatory propaganda 
speech designed to induce Egypt not to say "ves", It contained 
all the usual stuff about the new colonialism and about a rather 
absolute view on soveroignty. Dulles was very angry about some 
of the things said by the Soviet but rightly felt that he should 
nos answer or rebuke thom, because one of their objects is to 
line up all issues as United States versus the Soviet Union. He 
therefore sent a message around to me asking me to reply if I 
felt so disposed. Today's session therefore ended with a short 
speech by myself saying that inflammatory statements addressed 
to Egypt were a grave disservice to peace and that we should all 
endeavour to discuss these matters calmly and objectively with 
the object of securing Egyptian concurrence and not defiance. 
This small cffering was very well received by all the majority 
delegates present and will I hope have some effect. 


The present plan is that the majority declaration 
should be signed by those in favour and that those who have 


Ue tedat)roservations, groat or small or even alternative plans, should 
=~.» \be asked to state them precisely. 6 whole documen UL 
emerging is to be presente oO Nasser with an indication that 
say throe representatives of this Conference wovld be willing 
je Meet him promptly in some neutral place to discuss the matter 
and to obtain his answer. —~ 


If this »orocedure is approved by the Conference it 
is thought that the 5 spokesmen would be Dulles himsolf, somebody 


from the British Commonwealth and one other. The United Kingdom, 

T think rightly, feels that it is the direct disputant and should 
3 a’ = 
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not be in the Nasser talks. I am under ver eat personal 
ressure from E nd Dulles and also in eae from each of the 
Other majority European countries. But I have explained to both 

Eden and Dulles my own political problem and have said that x 


could not divert my return unless they presented their views 

to you in terms which could bo made public and which exhibited 

Genuinely strdae fesling on thels part, You snowra Near nore 

abou this in the next 24 hours, 2198 

( 

I should add that the size of the majority is 

rather better than was expected and that it is not to be assumed 

that all the countries in the majority are utterly firm on 

the matter. The United Kingdom therefore feels that the man 

who would be in fact representing them as well as others should 

i quite clear on the central point and not prepared to abandon 

te 


What happens if Nasser says "no"? The answer to 
this depends I think on whether he makes a complete rejection or 
puts up counter=-proposals which our three representatives think 
worthy of discussion. In the latter case they_would report back 
Bo this Conference which would be recalied for that purteses 
But if Nasser gives a flat refus Oo abandon any fraction of 
his present complete control it will in my opinion be at once 
proposed by the United Kingdom to the other shipping nations that 
they should decline to pay any dues to Egypt but should set them 
aside in some form of "suspense account", They believe that if 
this is done and Nasser 18 deprived of the Canal revenues he will 


suffer such a loss of face at home as will imperil his position, 


The American view is that Nasser would adopt the 
attitude - "if. you don't pay you don't go through", To which 
the British reply is "all right if he prevents(British ships 
from passing through the Canal we will instantly regard that as 


a casus belli and will deal with the position by force”. 


Views on the latter subject vary somewhat in the 
Cabinet, Eden being extremely resolute on the matter, while at 
the other end of the scale Lloyd will I think search incessently 
for some alternative formula. I am confirmed in this view by 
further talks today. Perhaps the right summing up is that the 
general feeling will be that resort to force should not be 
actively contemplated until the majority declaration has been 


announced, given wide publicity, found to be reasonable by 
public opinion and rejected by Nasser. 


I have constantly presented the view that public 
opinion, not only in Great Britain but in Commonwealth countries 
and in the United States, is of first-rate importance and that 
it will not completely clarify itself unless and until a plainly 
reasonable set of proposals has been rejected by Egypt. 


If that happens the United Kingdom Cabinet will 
undoubtedly propose to the other shipping nations the economic 
measures to which I have referred plus others which might add 
up to a total body of economic sanctions. 


\ If these fail after a refusal by Nasser then I 
believe that all our thought should be conducted upon the footing 
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not that war against Egypt will be inevitable but that there is 
an even money chance that it will occur, 
EE ———————————— ee 


I should add that, though the result of today's 
meeting is much bettor than I thought possible last night, the 
Russian speech was mischievous and would be even more disquieting 
if it were not for the belief, held by both Eden and Dulles, 
that the Russians are willing to make mischief but not willing 
at present to participate in any resulting conflict. 


see 27 


A/YPrime Minister, 

Sir Philip McBride. 
Sir Frederick Shedden, 
Mr. E.J. Bunting. 
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SUBJECT UNITED KINGDOM MOTIVES REGARDING SUEZ CANAL 


FOR. .MR KEVIN. .... 
Wi 216 


I am not sure that we may not 
have misinterpreted the motives behind U.K. 
tactics in regard to the Suez Canal crisis. 


2. We have assumed that the principal 
United Kingdom objective must be to ensure full 
co-operation and support from the United States 
and incidentally from such countries as Australia 
in the use of force - if it became clear that 
there was no other way of making Egypt accept 
international control of the Canal. 


monn Yh 
buf cs 3. There have been some hints, however, 
Lge : Fraugl that their policy has a somewhat different motive. 

c As far as the specific military problem is concerned, 
they may feel that the United Kingdom and France 
have sufficient means of achieving a successful 
military occupation of the Canal zone. At any 

Aha le: the rate, this is the impression that they seem to be 

; trying to build up. This may mean that the United 

Ihay~ bea bin lore Kingdom Government is trying to create a situation 
in which other countries will feel that they must 

lar Pars / 6. —a” support her demands in order to prevent her taking 
extreme action. The United Kingdom Government is 

be hw ey no doubt aware of the many occasions in which other 


countries have gained their ends through sheer 
io intransigence - often at the expense of the United 
mpl 5 hey 4 Kingdom herself. She may therefore have decided to 
try similar tactics. 


(ie zt 
/ ii 4. In the past such countries as India 
have urged the Western powers to make concessions to 
- & ag fave 7. other countries on the principle of peace at almost 
mn any price. The United Kingdom may feel that if Nehru 
hag could be really persuaded that the United Kingdom 
7 was ready to start a war in the Middle East, he 
might be more likely to exert pressure on Nasser to 
(le accept a reasonable international arrangement. 
t 


5. inother.wonds, Up to the present, 
Egypt has gained great benefits from her potential 
capacity to create mischief. The United Kingdom 

may hope to reverse this situation and force people 

to meet her wishes by threatening extreme action. 

At first sight this theory may seem far fetched 

but if one tries to imagine the present state of 

mind of the United Kingdom Government and the 
Conservative Party one can easily see that the feeling 
of frustration and resentment at the reverses 

which rd ded Kingdom has suffered in recent 

years i igh pitch. There would be great appeal 
in any pfoposal that the United Kingdom should herself 
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For Menzies only from Faddon,. 


Cabinet has considerod to-night tho latest cablos on 
the Suez situation including your 2216, Having regard to the 
groat influence you can exert in our own and the general British 
interest particularly outside the conference room we recommend 
that you romain in London until the outcome of the conference 
can be clearly perceived. We shall be saying publicly that wo 
have recommended that you remain on for this purpose. 


Cost £5/8/4. 


ACTING PRIME MINISTER. 
SIR PHILIP MCBRIDE. 
SIR FREDERICK SHEDDEN. 
MR. J. PLIMSOLL. 

MR. %.J. BUNTING. 


16th August, 1956. ' 
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Twenty-two countries out of the twenty-four invited to the 
London Conference opening on 16th August will participate in it. The 
two abstentions are Egypt and Greece, although there are unconfirmed 
reports that Col, Nasser's Political Director (Wing Car. Sabri) will 
attend the Conference as an observer. 


The United States share the United Kingdom's view of the 
gravity of the situation and its vital significance to both the United 
Kingdom and the Western powers but they are apprehensive of the 
consequences of any attempt to impose solution by force. Dulles' 
inclination appears to be towards a resolution upon which to base some 
future settlement and so allow room for further diplomatic activities. 
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Canberra, 15th August, 1956 


Decision No. 392 


Submission No. 315 - Nationalisation of the Suez Canal 


Cabinet gave consideration to the latest cables 
on the Suez Canal issue, and in particular, to the Prime 
Minister’s cable No. 2216 in which he reported on the meeting 
of the United Kingdom Cabinet which he attended. 


Cabinet concurred in the Prime Minister’s view of 
the seriousness of the situation, but noting that the course 
of the London Conference was by no means clear, and that 
constant high level consultations in which the Prime Minister 
could most usefully participate were likely to take place, 
decided to recommend to him that he remain in London if possible 
until the outcome of the conference becomes clear. 


Cabinet also approved the terms of a cable to the 
Prime Minister requesting further detailed information on United 
Kingdom views. 


Certified true copy. 


f ‘ / 
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Acting Secretary to Cabinet. 
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FOR_¢'BINEE 
For informetion, 


NATLONLIS SION OF ZHE SUBZ GANA, 


‘. telegram has been reeeived from the Prime 
Minister, and is being circulated separately, It is also desired te 
inform Cabinet of the main developments in the situatien sinee it 
wes last considered, 
PARSICTPSOION IN THE LONDON CoNFURENGE 
ee Twenty-two countries out of the twenty-four 
countries invited to the London Conference will participate in it, 
The two abstentions are Greece and Egypt. The >urpose of the United 
Kingdom, United Stetes and France in ealling the Conference together 
has been defined as follows:- 

"That steps should be taken to establish 
opereting arrangenents under an international system 
designed to assure the continuity of operation of 
the Canal as guaranteed by the Convention of 29th 
October, 1808 consistent with legitimate Egyptian 


interests," 


EGYPTIAN REACTIONS 


3» On 13th August Colonel Nasser announced that Egypt 


. would not attend the London Conference, claiming thet it was neither 


broadly enough based nor competent to make decisions. He proposed 


a wider conference which Egypt would be prepared to sponsor with 


/other signatories... 
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2. 
other signatories of the 1°S8C Convention, Prior to this announce- 
ment Nasser is reported to hove told the .\merican ‘nb-ssador in 
Cairo that in view of the threat of invasion he could not secent 
the invitetion without eype-ring to have been coerced, He uy 
contended thet 2a11 the countries invited wero "satellites" except 
Russic. end Bgypt end thet the result was a foregone conclusion, 
Lh, On th August the Egyotian Foreign Minister 
told the Australian Legation that Egypt was willing to plen with 
the signetories of the 1889 Convention and other interested 
countries, and to sign :n international agreement, »oreferebly a 
miltilateral treaty, guorenteeing free navigation and any other 
points desired so long as they were not aimed against “gypt. 
Colonel Nasser has dismissed out of hand any suggestion of inter- 
national control, He has said that Bgypt will not accept any 
actions or suggestions contrary to "her sovereignty end dignity". 
5, Colonel “iasser appears to be surprised by the 
extent and depth of international reactions to his nationalisation 
of the Cenal and by the doubts cnst on his assurcnces that the 
Canal will be kept open on a non-discrimin-tory basis. 
SOVEZ RUACTTONS 
6, The Soviet has accepted the invitation to the 
London Conference on the condition that they shell in no way be 
bound or limited in advance to intern-tional operation of the Canal, 
The Soviet Foreign Minister (Shepilov) will lead the Soviet 
delegetion, There cre reports of constant exchanges between the 
Egyption Government and the Soviet .\mbassador in Cairo, 
Te The Soviet Foreign Minister has told the British 
Asbassador in Moscow that the. Soviet Government undenaieaname the 


vitel necessity of the Middle East position to the United Kingdom 


/out could... 
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3. 
but could not understand and thought unnecessary the nervousness 
thet the United Kingdom was displaying in calling wp reserves and 
mobilising its fleet. 
8, Bulgenin has told tho American Ambassador in 
lioscow that the Soviet Goverment considers that the dispute should 
be settled by peaceful means, The Soviet Government did not agree 
with the proposed objective of the Conference; it felt that tho 
Yestern Powers regarded the Conference as a means of undoing 
nation-alisation of the Canal which the Soviet Government regarded 
es pexfectly legitimate, 
9. In acceoting the invitation to the London 
Conference the Soviet Government expressed the view thot it should 
be postponed until the end of “ugust, with the venue to be changed 
to Cairo end that some twenty other countries ineluding the 
Satellites, all ‘rab countries, Yugoslevir, Burma end Commmnist 
China should be invited, 
ADITINDE OF OSHER COUNTRIES 
10, The South and South Bast ‘sian countries cre 
not committed to the princivle of internationsl operation and they 
have expressed opposition to the idea of it, It appears, however, 
thet they are prepared to accept the idea of some fora of 
international supervision which would not derogete from Egyptian 
sovereignty, Pakistan has expressed no formal reserv>tions but 
it is prob-ble that in the final analysis the Pakisten position 
will be in p-rallel with that of India, Ceylon and Indonesia, 
Ld In the case of certain other countries invited 
to the London Conference their attitudes towards the proposal for 
interantionel control of the Canal will be tempered by extraneous 


considerations: thus her economic prospects in the Middle Bast 


/end s»prehension,.. 
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he 
and epprehension about Areb recognition of East Germany will weigh 
with the Federal Geman Republic; Gibraltar and her Spanish 
relations in the Arab world may weigh with Spain, 
pb A telegrem from Sir Percy Svender outlining present 
thinking in the United States is being circulated separately. It 
would appear from this telegram that the United States attitude is 
flexible, 
IDs he following list of countries other then Australia 
which have accepted invitations to the London Conference, gives an 
estimate of whether they will support the principle of international 


operation, assuming no ebstention in voting: 


In favour Against 
United Kingdom Ceylon 
France India 
United States Indonesia 
New Zealand Pakistan 
Norway Japan 
Denmark Ethiopia 
Sweden Spain 
Italy Germany 
Netherlands Turkey 


Portugal Tren 


es Some countries may only vote in favour if there is a likely 


J Vis 
/eLg majority... 
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5s 
big majority for the principle of international operation, In any 
case severel of the votes may depend uxon the manner in which the 


United States decides to vote, 


CANBERRA, A.C,T, 


15th August, 1956, 
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SUEZ O'NAL: | Notes for the Minister 


al We need further informetion about United Kingdom 2st 
intentions in regard to the use of foree, including the points of 
applicetion and the »olitical objective of it. 
(If force is used the objective would presumably 
be to occupy the whole of Geypt and not merely the Canal zone, The 
ultimate aim would presumably be to displace the Nasser regime, or 
force it into a treaty arrengement guaranteeing international 
control, We have however not been informed of United Kingdom 
intentiuns. ) 
2. We need to know how the United Kingdom and the 
United States respectively measure the possibility of Russien 
militery involvement, 
(The United Kingdom view now seems to be that 
Russia would be unlikely to involve herself in hostilities if 
the United States joined in \nglo-French military measures, The 
United States' view has been that Russia would be less likely tc 
intervene if the United States refrained from military action, 
Fuxther infomation is needed under this heading if any confident 
assessment is to be made.) 
3s We need to have United Kingdom views on whether, 
in the last resort, it would be prepared to accept national epemediion 
provided it was covered by an internetionsl supervisory euthority, 
treaty safeguards and some form of sanctions embodied in the treaty, 
(The United Kingdom has not as far as we know 
considered eny solution other than one based on internetional 


operation). 


[te We need wes. 
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4 Ye need to know what the United Kingdom intends 


to do if it foils to get substantial s1mport for its proposals; 
5. We need United Kingdom views on the following: 
The problem now facing us is one which would have wr 

confronted us twelve yeers hencé (in 1968) when the ebrogated 
concessions expire. ‘t thot point of time Egyot would heve 
been entitled to insist not only upon netional operation for 
its owm benefit but elso thot there should be no internctional 
supervisory authority. She would have been bound in 1968, 
merely by the broad principles enumerated in the 1858 
Convention, It seems unrealistic not to look for some 
reasonable compromise which in fact would give us consider- 
ably more thon could h-ve been expected if the concessions 
rei their course, 


(The »oint is to be made, however, that the 


tich Nasser nationalised the Canal was highly objectionsble 


method by vw 


end if he successfully flouts the United Kingdom there can be, and 
probably will be political consecuences elscwhere in the Middle Bast, 
At the sane time it should be possible by a realistic use of the London 
Conference to check him publicly. To this end the United Kingdom 
needs to devise some settlement wirich can be negotisted or imposod 
with substential internationsl support. Its vresent proposals may 
not gain thet support. 

6, Wh-t useful results does the United Kingdom 
envisage if it resorts to force? 

(Might not the ultimate result be less than the 
best realisable settlement obt-inable now by negotietion, solution 
reached by force, however satisfactory thet solution may be momentarily, 
will in the future be vulnerable to criticism and possible abrogation 


/oy some... 
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by some other Egyotian rogime. A recsonsble settlement frecly 
negotiated nov with general support will be not so vulnerable. ) 
Te What limitations are there on possible 
retelietory action: - 

(a) economic sanctions. Are they sufficient? 

Do they require United Netions authority? 

The indications are that they will not be 
, end they do recuire United Nations 


authority; 


(b) dues. Would refusal to pay dues to Bgypt 
give Nasser a right to refuse passage? 


Oy Whet consequences elsewhere than Egypt does 
the United Kingdom see srising from the application of military 
force? 
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FOR MR. FORSYTH. 


Reference the attached telegram. 


ig The Cabinet seems only to have considered 
what should ke done if the London Conference agrees 
by a very large majority on a solution satisfactory 
to us. In my opinion the odds are very much that 
it will not do so. A lot depends on the U.S. which 
now looks wobbly. Should not the U.K. be thinking 
of what is to be done if the Conference does not 
agree on a solution satisfactory to us ? All lI 
can see the Conference agreeing to is :- 


(a) Observance of the principles of the 1888 
Convention plus modernization of the 
Convention; and 


(b) A request to Nasser to discuss the future 
operation of the Canal. 


Apparently the U.K. will not accept this or will 
they ? I think they would have to accept. 


Apart from all this which is a basic 
ee to all the thinking in the telegram, a 
refusal to pay dues would give Nasser a legitimate 
right to-ebese—the—cenai. Are we prepared for 
this ? What does the U.K. propose to do then ? 
Presumably use force but we should know this. 


as Use of economic sanctions without U.N. 
sanction is by implication a breach of the Charter - 
this is a means of enforcement action (Article 41). 
Nasser can, moreover, retaliate by freezing British 
property in Egypt. And what of economic reprisals 
in other Arab States? In other words, Nasser may 
suffer but he can strike hack. 


4. An annual report to the U.N. may be a 
means of keeping Nasser on his toes when and if a 
solution is reached, especially if that solution 
falls short of real international control. But 
this would be automatic if there is some sort of 
U.N. supervision. Registration with the U.N. is 
nothing - this is an obligation under the Charter. 


Be What of a realization of the implications 
of the use of force elsewhere than in the Middle 
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East? What about in Asia and the U.N.? Might 

not the use of force without U.N. sanction at least 
severely strain the ties of India, Ceylon and 
Pakistan with the Commonwealth ? 


What is the U.K's. opinion as to the 


6. 
Soviet likely reaction if force is used ? Is the 
U.S.S.R. likely to intervene or not ? 


AP. Renouf,. 
U.N. Branch, 
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MR. FORSYTH. 
Reference the attached telegram. 
1. The Cabinet seems only to have considered 


what should be done if the London Conference agrees 
by a very large majority on a solution satisfactory 
to us. In my opinion the odds are very much that 
it will not do so. A lot depends on the U.S. which 
now looks wobbly. Should not the U.K. be thinking 
of what is to be done if the Conference does not 
agree on a solution satisfactory to us ? All I 
can see the Conference agreeing to is := 


(a) Observance of the principles of the 1888 
Convention plus modernization of the 
Convention; 


(b) A request to Nasser to discuss the future 
operation of the Canal. 


Apparently the U.K. will not accept this or will 
they ? I think they would have to accept. 


2. Apart from all this which is a basic 
objection to all the thinking in the telegram, a 
refusal to pay dues would give Nasser a legitimate 
right to close the Canal. Are we prepared for 
this ? What does the U.K. propose to do then ? 
Presumably use force but we should know this. 


30 Use of economic sanctions without U.N. 
sanction is by implication a breach of the Charter - 
this is a means of enforcement action (Article 41). 
Nasser can, moreover, retaliate by freezing British 
property in Egypt. And what of economic reprisals 
in other Arab States? In other words, Nasser may 
suffer but he can strike back. 


4. An annual report to the U.N. may bea 
means of keeping Nasser on his toes when and if a 
solution is reached, especially if that solution 
falls short of real international control. Sut 
this would be automatic if there is some sort of 
U.N. supervision. Registration with the U.N. is 
nothing - this is an obligation under the Charter. 


5 What of a realization of the implications 
of the use of force elsewhere than in the Middle 
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FROM: Roe'd: 15th August, 1956. 
0830 
Australian High Commission, 
LONDON. 
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For Fadden and McBride only from Menzies. 


This morning I attended a mecting of the Cabinet here. 


There was an important discussion about Suez. The general sense 
of the mecting was along the following lines: 


8, 


(2) 


(4) 


Prost sanucce ? 
_——w ES) 


>| 


(6) 


At the Conference the proposal should be to put the 
Canal under the management and control of a new 
International Committee on which Egypt might be 
suitably represented, 


This proposition should not be allowed to be waterod 
down in favour of a merely Advisory Committee or of any 


other scheme which would leave management in Egyptian 
hands. 


Every effort should be made to secure a very large 
majority in a vote on these proposals. ican 


If this could be secured it should be presented to 
Wasser for his accentance. 


he should reject the proposal the principal shipping 
nations should be asked to concur in an all round 
refusal _ to pay dues to the new E tian Company which 
Nasser has created. This would mean a material 
deprivation of revenue and might tend to weaken 
Nasser's position at home, “tT a 


Sconomic sanctions generally were discussed. Apart 
from the refusal to pay dues, there was no belief that 
economic sanctions could be effective with sufficient 
speed to make Nasser lose face and so save our Middlo 
Bast position, a 


I pointed out that economic sanctions should not 


be lightly rejected because if the United States could be got 
. \to participate in them that would be of enormous value should 
° \hostilities need to be resorted to at a later stage. 


(7) 


(8) 


If Nasser still remains obdurate enforcement by arms 
may have to be resorted to. 


There is a perceptible body of public opinion here 
which favours the bringing of the United Nations into 
the picture, Neither the United Kingdom nor the 
United States will bo willing to accept the proposal 

to refer the dispute to the United Nations for obvious 
reasons of delay and uncertainty. Selwyn Lloyd rathor 
leans to the idea of the new International Canal 
Authority making an annual report to the United Nations. 
Eden does not favour this nor do I for as I said this 
morning with such a procedure, by producing am annual 
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debate, will tend to keep the Canal issue alive for 
an indefinite veriod, 


: I suggested that it was sufficiont to register with 
the United Nations the documents creating the now authority 

togother with any subsequent contracts entered into by it so that 

its relation to the United Nations would be in effect similar 

to that of N.A.T.0,. which doesn't make an annual report but / 
whose creation is rogistered with the United Nations, In the 79 
discussions I thought that this view recommended itself to a 

majority of the Ministers', 


(9) There is no want of realisation of the possible 
implications in various Middle East countries of the 
use of armed forces. But the implications of a 
public defeat by Nasser are thought to be much more 
certain and more serious. With this I agree. 
7”_-oeoerrreeeee 


(10) I offered the view that public opinion had been too 
much concentrated on the immediate issue of the Canal, 
and that much attention should be paid, both in the 
United Kingdom and in countries like Australia, to the 
simple truth that the Canal episode cannot be thought 
of in isolation and that what has to be considered is 
whether surrenders are to be made in rapid succession 

ry which will de before long both onomic 
interests of the Western World and the loyalty of 
Britain's remaining friends in the Middle East area, 
As resistance must be exhibited at some point, if 
the United Kingdom's whole economy is not to be 
vitally weakened, it is better to make that resistance 
now than to postpone it until it is too late to be 
effective, 


These views represented the clear sense of the Cabinet 
meeting and I think that propaganda on these aspects will be 
intensified. I should add that it is proposed that Lloyd should 
preside over the conference. 


A reatly worried myself. I do not see how 
I can remain here beyond Tuesday witnout being embarrassed and 
embarrassing my colleagues in Australia, Net the Conference 
will certainly not get to the substance before Friday afternoon 
or Monday morning. I would like it to be well realised by 
our colleagues that the chances of armed conflict are vory 


substantial and that in such circumstances Our Own involvement 


ee 


would be extremely probable. 
—_—_—_————_———— 


Casey arrives to-morrow when I will of course 
bring him up to date on these points. 


Regards. 


ACTING PRIME MINISTER. as 

SIR PHILIP MCBRIDE. 

SIR FREDERICK SHEDDEN. 

MR. J. PLIMSOLL. 

MR. 3.J. BUNTING. 15th August, 1956. 
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‘4 
The Secretary, 78 
Department of Defence, 


Victoria Barracks, 
MELBOURNE. 


SUEZ CANAL - BRIEF FOR THE AUSTRALIAN DELEGATION 


Attached for information are copy Nos. 16 and 
17 of the Brief for the Australian Delegation to the 
Suez Canal Conference, as assembled by this Department. 


2. You will have already seen from telegram No. 
1814 of 9th August to the Australian High Commission in 
London that the note by the Defence Committee on 
Australian Defence Aspects of Suez (your teleprint 1033 
of 2nd August) was sent direct to London by telegram. 
The Appreciation by the Defence Committee on "Objectives 
and Military Implications of use of force against Egypt 
and on a possible Australian force contribution" was taken 
to London by the Secretary of the Department of External 
Affairs, for transmission to the Prime Minister, this 
méans of transmission having been agreed to by the 
Prime Minister's Department. 


— fos oe fs b 


(Jes F ; 
SS. (37e (H.M. Loveday) 
+ y for the Secretary. 


Pe t GW, 
COMMONWEALTH OF AUSTRALIA. i7s/y/ o ZO OF 
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My dear Minister, (“FOE 


SUEZ CANAL - APPRECIATION BY DEFENCE COMMITTEE ON 
OBJECTIVES AND MILITARY IMPLICATIONS OF USE OF FORCE 

GAINST EGY ON A POSSIB FORCE a7 
—— oe eee ee 


I am forwarding herewith a copy of a letter which 
I have sent to the Acting Prime Minister on the above subject, 
together with a copy of the Defence Committee's appreciation 
referred to therein, 


Yours sincerely, i 
(P.A. McBride) 


Rt. Hon. R.G. Casey, CH., DSO., MC., MP., 
MINISTER FOR EXTERNAL AFFAIRS 
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APPRECIATION BY DEFENCE COMMITTEE ON OBJECTIVES AND 
MILITARY IMPLICATIONS OF THE USE OF FORCE AGAINST 
EGYPT AND ON A POSSIBLE AUSTRALIAN 
FORCE CONTRIBUTION 


Gr 
INTRODUCTION 


1. The Department of External Affairs has asked for an 
appreciation of the objectives and military implications of the 
use of force by the United Kingdom, France and such other coun- 
tries as might join them against Egypt. Also in cablegram No.768 
of 5th August to Senior Cabinet Ministers, the Prime Minister 
requested an appreciation from the Australian military authorit- 
ies "as to what Australia might do and where and how in the event 
of our own participation" with other aations in the use of force 
in the current dispute over the Suez Canal. 


POLITICAL AND MILITARY OBJECTIVES 


2 In referring to the discussions concerning the dispute 
over the Suez Canal, the Minister for External Affairs has stated 
"that the objective to be aimed at was the maintenance of an 
international regime which would guarantee free navigation of the 
Canal at all times to all nations, reasonable and non-discrimina- 
ting dues, and competent administration" 


3. In the event that measures short of armed action, inclu- 
ding the International Conference convened by the United Kingdom, 
France, and the United States in London on 16th August to discuss 
the Suez Canal problem are unsuccessful in attaining the above 
objective, and it is decided by the United Kingdom and France to 
use force, it is considered that the immediate military objective 
should be to seize and occupy the Canal area with sufficient 
forces to enable them to counter any action which Egypt might 
take, and to ensure the satisfactory use of the canal. 


IMPLICATIONS OF MILITARY ACTION - EGYPT 


4. The forces deployed into the Canal area by the United 
Kingdom and France to attain the military objective as stated in 
paragraph 3 above must have the capacity to deal with the Egyptian 
armed forces as well as attempts to sabotage the Canal area, The 
action by United Kingdom and French forces is likely to be assis- 
ted by the pre-occupation of a large part of the Egyptian army 
which is currently deployed along the border between Israel and 
Egypt. Although the Allied forces will be astride the lines of 
communication of these Egyptian forces, it is unlikely that the 
latter would be re-deployed to meet the Allied action for fear of 
invasion by Israel into Sinai. These Egyptian forces would there- 
fore be neutralized unless they decide to fight their way out. 


5. In view of the above the initial counter action by the 
Egyptian armed forces may not be very effective. It should also 
be remembered that the reputation of the Egyptian forces as 
fighting men is not high. However, although the occupation of 
the Canal area may be speedily accomplished, there will still 
remain a continuing commitment to protect the Canal erea from 
sabotage. 


6. Once military action, as envisaged above, is initiated, 
there would be an interruption of traffic through the Canal for a 
period until the military occupation is satisfactorily completed. 
Allied air traffic which normally crosses Egypt would have to be 
diverted to other routes, but the resulting dislocation of air 
services would not be great. 
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WIDER IMPLICATIONS OF MILITARY ACTION (g 
yY 

Te There are certain wider implications which must be 

taken into consideration arising from the use of force against 

Egypt in this dispute. These are as follows:+ 


(a) Reaction of Arab nations. Direct military assistance 
to Egypt by Jordan, Syria, Lebanon, Saudi Arabia and 
Iraq is likely to be negligible, particularly as Israel 
is well situated to intervene and neutralize the movement 
of troops from these countries, However, oil supplies 
from Iraq and possibly the Persian Gulf area could be 
denied to the Western Powers or at least placed in 
jeopardy. It is probable that the oil pipe lines to the 
Mediterranean which carry some 4O million tons per annum 
and which cannot adequately be policed would be put out 
of action. There is the further risk of Arab action 
directed against the oil fields themselves; this would 
require the deploymentof substantial forces for their 
protection, 


(bo) Risk of Soviet Intervention. It is not possible to 
forecast at this stage whether Russia is likely to 
intervene directly on the side of Egypt. It can be 
assumed, however, that the Soviet bloc will exploit 
the situation to the utmost in furthering Communist 
objectives throughout the world, It is possible that 
Russia will give Egypt all possible assistance short 
of direct intervention. Direct intervention by Russia 
would almost certainly precipitate global war. 


(c) United States Participation. It appears that the 
United States is unlikely to participate in military 
action by the United Kingdom and France against Egypt, 
but American moral and economic support can be expected, 
The absence of United States participation is likely to 
be a major factor in determining the attitude of the 
Soviet Union. If Russia is assured that the United States 
does not intend to intervene, it is likely that she will 
remain similarly inactive. 


FORCE REQUIREMENTS 


Be The total force required to attain the 
military objective referred to in paragraph 3 above can 

only be assessed by the United Kingdom authorities. It 

is considered however, that this force is not likely to be 
larger than those forces available from the United Kingdom 
and France whichae already in or being despatched to the 
Eastern Mediterranean, After the immediate military objective 
has been attained in the canal area, there sould be a heavy 
and indefinite commitment of forces to protect the canal from 
sabotage. 
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POSSIBLE AUSTRALIAN FORCE CONTRIBUTIONS 


96 (a) Navy 


i 
The R.A.N. at present has in commission the 73 
following major vessels:=+ 


af light fleet carrier - operational 
1 Ls uF " non-operational 
(general training ship) 

it destroyers (includes one paying off to 
commission new construction ships coming 
forward shortly) 2 are serving with the 
Strategic Reserve, 

5 frigates (includes cadet training and survey 
ships) 

iM ocean minesweepers. 


If it should be decided that Australia should support 
the action of the United Kingdom and France by providing 
forces, the Navy state that the following is the 
maximum that could be made available:- 


HMAS "Melbourne" 
(operational aircraft 


Available to leave 
Lo Australia immediately. 
1 Frigate 
HMAS "Sydney" Available to leave 
(non-operational Australia at short notice 
carrier —- general to carry troops and 
training ship) supplies. 
2 Frigates Available to leave 
Australia by the end of 
August. ‘ 
2 Destroyers At present with the 


Commonwealth Strategic 

Reserve. Could be made 
available should it be 

decided to employ units 
from this Reserve, 


Naval forces can arrive at Suez 19 days after leaving the 
East coast of Australia, but 7 days could be saved by 
moving the ships to Western Australia in anticipation 
should the Government so decide, 


In view of the serious manning deficiencies in the 
Royal Australian Navy, the majority of the foregoing 
naval units could only be made available on the assumption 
that they would be required in the Suez area for a 
relatively short time. In this event, the following 
would be the main effects:~+ 


(1) There would be some interference with 
technical training both ashore and afloat, 


(ii) The sea training of National Servicemen would 
have to be suspended during the period 
"SYDNEY" might be absent from Australian 
waters if she is required for troop transport 
to SUEZ. 


(4414) At least the initial stage of SEATO Exercise 
ALBATROSS (which is being sponsored by 
Australia in October) would have to be cancelled, 


(b) 


(c) 


Army: 


The only readily available units from the army are 
those contained in the Australian Battalion Group 
in the Strategic Reserve in Malaya. 


The remainder of the regular field force is greatly 
underestrength and no battalion is immediately 
available from this force. However, by reorganising 
several units it would be possible to form one complete 
battalion in about three or four weeks after the 
decision is made, This battalion could be moved in 
HMAS "Sydney" to the Suez Canal Zone in 19 days after 
embarkation, 


Air Force: 


The present R.A.A.F. Order of Battle is as follows: 


Fighters 


3 Squadrons ~ 1 Working up with Sabres 
(destined for Strategic Reserve) 


1 About to re-equip with Sabres ex 
factory (destined for Strategic 
Reserve) 


1 Awaiting re-equipment with Sabres 
ex factory (Operational Reserve) 


5 Squadrons = (Home Defence Force = Citizen Air 
Force) fitted with second line 
aircraft. 

Bombers 

2 Squadrons - 1 operational 

(Canberras ) 1 Working up 

tasstined for Strategic Reserve) 


1 Squadron - Operational, deployed in Maiaya 
(Lincoln) 


Maritime 


2 Squadrons - 1 operational with Neptunes 
1 operational with Lincolns, but 
the aircraft refitting with 
modern equipment. 
Transport 


2 Squadrons - Operational with Dakotas 


The following is the maximum Afr Force contribution 
that could be made available, 


5s/ saute 


la, 


10. 


Kingdom plans for the operations. 
Support would be provided by the United Kingdom, 
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1 Bomber Squadron (Canberra) 


1 Bomber Squadron (Lincoln) 


1 Transport Squadron (Dakota) 
1 Bomber Squadron (Canberra) 


1 Maritime Squadron (Neptune) 


Go 


available to leave Aust- 
ralia immediately. 


at present deployed in 
Malaya (not part of the 
Commonwealth Strategic 
Reserve but at present 
engaged in anti-terrorist 
operations). 


available to leave Aus- 
tralia immediately. 


available to leave Aus- 
tralia early September. 


available to leave Aus- 
tralia immediately but 
dependent on United 
States logistic support 
at Malta. 


These squadrons could be in operation in the Middle East 
seven days after the decision is taken to send them. 


In view of manpower deficiencies in the Royal Australian 
Air Force the Units would be at peacetime establishment only. 
Since the operations envisaged would be of limited duration 
and intensity small wastage is expected, and this could 
accordingly be accepted. 


Australian forces would have to be fitted into United 


It is assumed that logistic 


The exception 


would be the Royal Australian Air Force "Neptune" squadron which 
would depend on United States facilities in Malta. 


ll. 


in Malaya should be left intact. 


In view of the possibility that military action in the 
Middle East may have unpredictable ramifications in South-East 
Asia and the Far East, the Australien forces at present deployed 


This means that the only Aust- 


ralian forces which could be made available immediately to support 
action by the United Kingdom and France would be the naval and air 
forces listed in paragraph 9 above which are not deployed in 


Malaya, 


If the situation was to deteriorate in South East Asia or 


the Far East, it may be necessary to bring back any Australian 


forces deployed in the Suez Canal Area, 


12. 


(a) 


The Defence Committee considers that the following as- 
pects from the Australian Defence viewpoint should be borne in 
mind in considering a possible contribution of Australian forces 
in support of military action by the United Kingdom and France in 
the Suez Canal Area :- 


Unless a decision were taken to concentrate 
Australian forces in the Middle Eest in ad- 
vance of possible operations, it is apparent 
ee the timings given in paragraph 9 that 


the Australian contribution would not be avail- 
able for the critical opening phase. 
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(bo) Australia's strategic interest in the Middle 
East, in relation to her responsibilities in 
South East Asia, which has been assessed by 
the Defence Committee as follows - 185 


"It is of major importance to Australie that 
the Middle East, as a focal point of comm- 
unications between Europe and the Far Eest 
and as an oil producing area, should be held 
by the Allies, Therefore, although Australia, 
because of her strategic responsibilities in 
the general area of South East Asia, will be 
unable to contribute forces to defend the 
Middle East, it will nevertheless retain a 
special intorest in measures to ensure the 
security of that area." 


(c) The possible repercussions in South East Asia 
and the Far East of military action in the Suez 
Canal aree, 


(d) The increased risk of global war as a result of 
such action. 


(e) Arising from (b) (c) and (dad) above, Australia's 
Treaty obligations in the South East Asia area 
under S.E.A.T.0O., and particularly the effect 
on the United States and Asian members of the 
organisation should a substantial part of Aust- 
ralia's limited military resources be committed 
outside the Treaty area, 


Conclusion 

135. In view of the considerations in paragraphs 8 - 12 
above, the Defence Committee considers that it is militarily 
undesirable that any Australian forces should be sent to the Canal 


area, However if a decision is taken to make a contribution it 
should be small and limited to the Nevy and Air Force. 
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AUSTRALIAWG/ INTERESTS IN THE CANAL: 
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1. 


(a) Proprietary: It is not known whether there are any 


Australia's interests in the Canal are: ¢ eg 


Australian shareholders, but if there are, their 


holdings are not expected to amount to any substantial 


(b) Interests arising out of use of the Canal: / 
! 


(i) 


(44) 


Strategic: The Canal has become the traditional ! 
link between the United Kingdom and Europe on 
one hand and South and South-East Asia and 
Australia on the other. in « Sth in 
Ato! fra oe of the Canal for the passage of 
reinforcements and supplies from the United 


Kingdom would be desirable, put not vital, 


because of the alternative sea route via the | 
Cape. In an emergency, the first echelon of 
reinforcements from the United Kingdom, to meet 
jmmediate requirements, would be sent by air. 
Follow-up echelons would be sent by sea. if 
denial of the use of the Canal necessitated the 


use of the Cape route, this would involve an 


additional four to six days in the movement of the 
ea-borne echelons. In the event of global war, 

no reliance could be placed on the use of the 
Canal, in any event, owing to its vulnerability | 
to muclear attack, 

Economic: The Canal is important to Australia as 
the shorter and less expensive route for her 
trade, of which approximately 60% passes through 
the Canal. It has been estimated that if the 
Canal were closed to Australia, the annual cost 


in inereased freight charges via the Cape would 


be £A.11 million. Shipping schedules would also 
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(c) 


(a) 
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2. 
be greatly affected, The longer haul Gia the 
Cape would add about eight days on the round 
voyage to Melbourne and could possibly result 
in some shipping shortages. (p> 

Australia is also concerned to ensure 
that freight charges shall remain reasonable. 
Unreasonable dues would have the obvious effect 
of raising freight rates with consequential 
effects not only on the cost structure but also 
on the pattern of trade itself; by making 
Australian goods less competitive in overseas 
markets, balance of payments difficulties may be 


increased, 


Political: 


Australia is interested in ensuring that 
the Canal shall not be exploited by any one country or 
a number of countries for purposes of national or 
foreign policy. The reasons mentioned in paragraph 
2 As below also define Australia's political interests. 


Oa: 


Australia draws heavily on Middle East 
supplies for her oil and oil preducts. In 1955, 
Australia imported from Middle East sources 56% of her 
total requirements of crude petroleum, 1.3% petroleum 
and shale spirit, 1)% diesel and furnace oil and 26% 
kerosens, However, the bulk of these supplies are 
imported from the Persian Gulf area and do not have 
to pass through the Canal or along the Canal's pipelines. 
Hewexer, a world shortage of tankers resulting from 
use of the longer route from the Middle East to 
Western Europe via the Cape could reduce oil supplies 
to Australia. 
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AUSTRALTAAS INTERESTS IN RELATION TO OTHER WESTERN INTERESTS: 


Ze Australia's interests differ from those of the 
United Kingdom and Western Europe, a the following Solce: 
(a) Proprietary: Shares in the Suez Canal Company are 
owned principally by the United Kingdom Government 
(believed to be in the vicinity of 41%) and private 
French investors whereas there are no known 
Australian shareholders, There are also several 
hundred British and French nationals employed by 
the Company in Egypt but no Australian citizens; 
(b) Strategic: Approximately 80% of Western Europe's 
oil supplies pass through the Canal whereas Australia 
secures her supplies from the Persian Gulf and the 
U.S.A. and other sources without using the Canal; 
(c) Economie: A greater percentage of Australia's 
trade (approximately 60%) passes through the Canal 
than that of the United Kingdom or any Western 
European country, i.e. a higher percentage of 
Australia's national income is dependent on trade 
passing through the Canal. 

As a freight payer Australia's 
interests are not identical with those of these 
predominantly freight earning countries. Higher 
freight charges due to increased Canal charges or 
diversion via the Cape would be borne by Australia. 

(d) Political: Looking at the problem in the narrowet 


fartie Conds te heveti Me Mazer 
national sense, Australian 
Attention be ° 


with the countries of South and South-East Asia 


Uae Undid A hasvibece, ; 
whereas e 


Crrcerned thay 
interests—in the Mediterranean and the Middle East 


1 cea (erg,—oil,Algerie;—Cyprus). Nevertheless, if the 
bv huchaln | present situation is not satisfactorily adjusted the 


following political results might be expected’ 
(i) Nasser's prestige would increase enormously, 
IP SECRET 


and he may be prompted to undertake further 
adventures in other Middle East contexts; 
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(ii) The Soviet position in the Middle East would 
be consolidated; 

(iii) Western influence through the Middle East and 
North Africa would be seriously reduced if not 
destroyed; 

The French position in Algeria may become 
untenable; 

Other Arab countries would be encouraged to 
nationalise Western companies (oil); 

The Baghdad Pact structure would be threatened; 
Encouragement would be given to unilateral action 
against Western interests in other parts of the 
world particularly in South and South-East Asia. 


(A-paner at Appendix .......: outlines the 
possible co sser's suc > 


2O-BE-SOUGHT: 


vote c 
A 
30 To protect Australian and Western interests in 


the Canal the following are the minimum safeguards needed; 

(a) Non-discrimination: Nasser's record ofxespeeting 
agreenents- is by-mew such that no reliance can be 
placed on his latest assurance that he will uphold 
freedom of navigation of the Canal as guaranteed by 
the 1888 Convention. As recently as 1954, in the 
Anglo-Egyptian Treaty, Egypt recognised the inter 
national importance of the Canal and expressed 
determination to uphold the 1888.Convention, yet she 
has continued to Secs pea sraeli shipping and 
trade not only in contravention of the 1888 Convention 
but also in defiance of the 1951 Security Council 


beeathntee io 
To strengthen the 


resolution, 


HAF bmveatien, 
Gesventier that the Canal shall always be free and 


open without distinction of flag, it might be 
wotith while: Goheoasle: Si, tne sink Sopwbabedl tvs fovea 


aor 
saieinie that discrimination against one shall be 
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discrimination against all, essible Support m& be 
forthcoming from the Indians who have already canvassed 
this idea in New Delhi. (SY 
(b) Reasonable Dues: bel rowed object we nationalising 
the Canal is to devote the revemes therefrom towards 
the cost of the Aswan High Dam project, estimated at 
approximately 1,350 million dollars or estg. 608 million, 
At the same time Nasser has undertaken to compensate 
the Suez Canal Company shareholders antvteis will 
involve him in an expenditure of some £Stg.70 to 
£Stg.80 millions, He has also committed the Egyptian 
Goverment to other industrial projects which if 
carried out will impose a severe strain on the 
already strained Egyptian economy. Immediate 


(Rha oN improvements to the Canal planned by the Companyzwill 
\ . er cost about £Stg.20 million while the long-term develop- 
oer? eee ee. “ f ment programme to extend the Canal to meet increasing 

traffic needs will cost many times as much, 

The net annual reverme from the Canal 
yafter allowing for taxation and Lenurtedeetetins 2 
waakles practice)is only some £10 million, Clearly, 


it will be impossible for Nasser from this reveme to 


build the Aswan Dam, compensate shareholders and carry 
Lb bagp i Inanapemrnt 


nat Ptemging entmbholid , 


out essential development work on the Canal. (Increased 
dues, therefore, appear’ fhevi table fiend consequently 
increased freight rates, with obvious effects on 
Australian trade: increased cost of imports, and 
exports less competitive in overseas markets. The 
Pinancksl eAveniingae Waaae eee tn using the 

Canal could be cancelled out by unreasonable anes’ ”” 
and there would arise a difficult period of readjustment 
in Australian/United Kingdem/furopean shipping services. 
A substantial portion of this trade might be diverted 
through the Panama Canal, depending on the extent td 


chai ; dues were raised. 
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(c) Competent Administration: ‘The experience of the [83 
Company has been that for efficient administrators and 


skilled technicians it has had to rely in the main on 
non-Egyptian personnel. Present employees are working 
under intolerable conditions; threatened-with imprison- 
ment, heavy fines and loss of compensation and pension 
Ginate 

rights and in the case of pilots with court martial and % 
acath “i they leave their posts. Freedom of 

Recdo Natunthelaadey Gat 
employment witt-have to be restored and 
Egyptians may be taken on in increasing mmbers (ee "the 


co (agg A Te Company has already undertaken to do) it will still be 
tentnarelted EG yflins Mam an? necessary for foreign personnel to be engaged. -\ 
ha. ry be make y dont 
D ontitee Gzadetns (4) Non-Interference with Shipping and Supplies in an 
Emergency: As mentioned in paragraph 1(b)(i) above 


CpHCE pot baca 
betpnithec). daa wcticia es in ‘the Far Hast, use 


of the Canal for the passage of reinforcements and 
supplies would be desirable but not vital. Whilst, 
therefore, it is a principle which we should endeavour 
to have written into any new regime for the Canal, its 
Me Grmecrsafue VOrrseed hy oe lrnshad omission would not be vital to Australian interests. 


Urnlad Utes + dramas ow Bet brjun! (if 
' " Inut clips oct by Chick AUSTRALIA OBJECTIVES ‘ 


Dur 5 he why hive 
regime forthe Gane3, /In rormilating those principlee our aim 
Mantt be hong A 
witieviously be to see + Australia's interests emmerated in 
paragraph 1 above are adequately protected and that the safeguards 


described in paragraph 3 are, written_inte these-prindiples, In 


other words we envisage international machinery which will ensure 


4 hes hdRS) 


ertindaet beth ww 
free and unrestricted use of the Canal at all times - all nations 


forever (this amounts, to reaffirmation of the principles of the 


1888 Convention), reasonable and non-discriminatory dues (inter- 
national-eentrel) and efficient,imtemeatienst administration 
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5.47 [deaf To protect Australian and Western interests, 
the ideal regime would be one where ownership, control and 
operation were international (but allowing for Egyptian 
participation) and where the territory essential to the ($2 
Canal's operation and control was also international, i.e. 
involving the concept of an international zone. 

6. To attain this ideal Egypt would be required 
to cede certain territorial rights which she now has. ‘These 
could be secured either by annexation, involving the use of 
force SR at Se Haseaal Aten tee, <<? 
negotiation. Hosever, Maving 1S wis composition of the 


eGonference, it is extremely unlikely that sufficient strength 
ef-anternetienal—eoneexn could be mustered ng to 


ie desc cede territorial rightagbheaply. 


pert has not suceeeded,—in their_owmm_interesis,—_therefere, 
fay fact» hatinn © the West may be compelled, #6 seek something less than the ideal 


PRACTICABLE « 
Te Se ots what is practicable full account 


needs also to be taken of - lp) 

(a) likely attitudes at the Conference: it seems 
that South and South East Asian countries will 
aim at some arrangements which ,although, it 
concedesthe principle of international 
supervision, envisages an Egyptian operating 
instrument; the Soviet has declared itself in 
favour of nationalisation; the attitude of other 
countries will be tempered by extraneous 
consideration —- her economic prospects in the 
Middle East and apprehension about Arab 
recognition of East Germany in the case of the 
Federal German Republic; Cyprus and the Greek 
minority in Egypt in the case of Greece (if she 
attends); Gibraltar and Spanish relations with 
the Arabs would in the case of Spain, 

(b) On the either hand the-conferenté Will be dominated 
by the desire of nited Kingdom and France to 


curb the pretensions and diminish the stature of 


Nasse R In the present context they have 

shown ne“inelination to negotiate with Egypt. 
Their aim will almost certainly be to rally 
support for the imposition of an international 
regime and for any enforcement action which may 
have to be taken, Both countries look beyond 
the Suez Canal dispute to broader political, 

and economic stakes, 

8. It may therefere- prove that, if the problem is 
to be solved by negotiation, the best attainable solution 
will be one of recognising Egyptian soverlegnty and the 
right of Egypt to operate the Canal subject toy : 


. 


(a) an international treaty, embody, rotective 
principles to which Egypt should subscribe; 

(b) the creation of an international supervisory 
authority, and of an Egyptian execut ién 
instrument ; 

(c) the general acceptance of sanctions to be 
applied in the event of breach of the treaty 
principles, 

An arrangement embodying these minimum 
requirements is included in the appendices, “© 


/ 
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BRIEF: 
1. Australian Interests in the Canal, 


Australian Interests in relation to other 
Eastern interests, 

Essential Safeguards, 

Australian Objections, 

International Regime, 

Financial Considerations. 

Legal Issues. 

Handling of Egypt. 


1. 
26 
36 


8. 
9. 


Text of 1888 Convention, 

Text of Concessions. 185l;-1856, 

Suez Canal Company: 

(a) History, status and assets; 

(b) Origins of the expropriation; 

(ce) Nationalisation controls imposed by Exyptian 
authorities, 

Attitudes of countries to Suez Canal Situation, 

International Waterways. 

United Nations, 

Talking Points for Mr, Nehru, 

Vulnerability of Egypt to Economic Pressure, 

Significance of Australian trade with Egypt. 


10. Suez Canal Regime: Minimum Requirements, 


I. 


i 
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DRAFT, 


, AUSTRALIA'S INTERESTS IN THE CANAL: 
4. Australia's interests in the Canal are: 
(o) Zeeieiany 1846 he tage seethee Tie ore say 
Australian shareholders, but if there are, their 
holdings are not expected to amount to any substantial 
sun. 
(b) Interests arising out of use of the Canal: 
(i) Stmategic; ‘The Canal has became the traditional 
link between the United Kingdom and Europe on eht 
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one hand and South and South-East Asia and 
Australia on the other, In a restricted war in 
the Far East use of the Canal for the passage of 
reinforcements and supplies from the United 
Kingdom would be desirable, but not vital, 
because of the alternative sea route via the 
Cape. In an emergency, the first echelon of 
reinforcements from the United Kingdom, to meet 
immediate requirenents, would be sent by air. 
Followup echelons would be sent by sea. If 
denial of the use of the Canal necessitated the 
use of the Cape route, this would involve an 
additional four to six days in the movement of the 
sea=borne echelons. In the event of global war, 
no reliance could be placed on the use of the 
Canal, in any event, owing to its vulnerability 
to nuclear attack, 

(44) Economic: The Canal is important to Australia as 
the shorter and less expensive route for her 
trade, of which approximately 60% passes through 
the Canal, It has been estimated that if the 
Canal were closed to Australia, the annual cost 
in increased freight charges via the Cape would 
be £A.11 million, Shipping schedules would also 
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2. 
be greatly affected, The longer haul via the 
Cape would add about eight days on the round 
voyage to Melbourne and could possibly result 
in some shipping shortages. 

Australia is also concerned to ensure 
that freight charges shall remain reasonable. 
Unreasonable dues would have the obvious effect 
of raising freight rates with consequential 
effects not only on the cost structure but also = /7'/ 
on the pattern of trade itself; by making 
Australian goods less competitive in overseas 
markets, balance of payments difficulties may be 
increased, 

Politieals 

Australia is interested in ensuring that 
the Canal shall not be exploited by any one country or 
a mumber of countries for purposes of national or 
foreign policy, The reasons mentioned in paragraph 
4.0.. below also define Australia's political interests. 
Oil: 

Australia draws heavily on Middle East 
supplies for her oil and oil products, In 1955, 
Australia imported from Middle East sources 56% of her 
total requirenents of crude petroleum, 43% petroleum 
and shale spirit, 44% diesel and furnace oil and 26% 
kerosens. However, the bulk of these supplies are 
imported from the Persian Gulf area and do not have 
to pass through the Canal or along the Canal's pipelines. 
However, a world shortage of tankers resulting fron 
use of the longer route from the Middle East to 
Western Europe via the Cape could reduce oil supplies 
to Australia. 
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AUSTRALIA'S INTERESTS IN RELATION TO OTHER WESTERN DVIERESTS: 
2. Australia's interests differ from those of the 
United Kingdom and Western Europe, at the following points: 
(a) Proprietary: Shares in the Suez Canal Company are 
owned principally by the United Kingdom Government 
French investors whereas there are no known 
Australian shareholders, There are also several 
hundred British and French nationals employed by 
the Company in Egypt but no Australian citizens; 
(b) Strategic: Approximately 80% of Western Europe's 
oil supplies pass through the Canal whereas Australia 
secures her supplies fran the Persian Gulf and the 
U.S.A, and other sources without using the Canal; 
(c) Eeonomi¢: A greater percentage of Australia's 
trade (approximately 60%) passes through the Canal 
than that of the United Kingdon or any Western 
European country, i.e. a higher percentage of 
Austrelia's national income is dependent on trade 
passing through the Camal. 

As a freight payer Australia's 
interests are not identical with those of these 
predominantly freight earning countries, Higher 
freight charges due to increased Canal charges or 
diversion via the Cape would be borne by Australia. 

(a) Political: Looking at the problem in the narrow 
national sense, Australia is more directly coneerned 
with the countries of South and South-East Asia 
whereas France and the United Kingdom have greater 
interests in the Mediterranean and the Middle East 
(e.g. oil, Algeria, Cyprus). Nevertheless, if the 
present situation is not satisfactorily adjusted the 
following political results might be expected; 

(i) Nasserts prestige would increase enormously, 
LOP SECRET Ste ae 
adventures in other Middle East contexts; 
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(ii) The Soviet position in the Middle East would 
be consolidated; 

(iii) Western influence through the Middle East and 
North Africa would be seriously reduced if not 
destroyed; 

(iv) The French position in Algeria my becane 
untenable; 

(v) Other Arab countries would be encouraged to [72 
nationlise Western companies (oil); 

(vi) The Baghdad Pact structure would be threatened; 

(vid) Encouragement would be given to unilateral action 
against Western interests in other parts of the 
world particularly in South and South-East Asia. 
+4-paper-etAppendix—ss.753+; outhines the— 
__poasible consequences if-Hasser's-coup succeeds.) — 

SAFEGUARDS TO BE SOUGHT: 
3. To protect Australian and Western interests in 
the Canal the following are the minimum safeguards needed: 

(a) Nonmdiserimination: Nasser's record of respecting 
agreements is by now such that no reliance can be 
placed on his latest assurance that he will uphold 
freedon of navigation of the Canal as guaranteed by 
the 1888 Convention. As recently as 1954, in the 
Anglo-Egyptian Treaty, Egypt recognised the inter 
national importance of the Camal and expressed 
determination to uphold the 1888 Convention, yet she 
has contimed to discriminate Israeli shipping and 
trade not only in contravention of the 1888 Convention 
but also in defiance of the 1951 Security Council 
resolution, 

To strengthen the provision in the 

Convention that the Canal shall always be free and 

open without distinction of flag, it might be 

worth while to import into any new convention the 

principle that discrimination against one shall be 
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discrimination against all. ‘Possible support may be 
forthcaning fran the Indians who have already canvassed 
this idea in New Delhi. 

(b) Reasonable Dues: The avowed object of nationalising 
the Camel is to devote the revermes therefrom towards 
ee ee 
approximately 1,350 million dollars ox 23te.000 nition, 
At the same time Nasser has undertaken to compensate 
the Suez Canal Company shareholders and this will (71 
involve him in an expenditure of sane £Stg.70 to 
£Stg.80 millions, He has also camitted the Egyptian 
Goverment to other industrial projects which if 
carried out will impose a severe strain on the 
already strained Egyptian econaay. Inmediate 
improvements te the Canal plamed by the Company will 
cost about £Stg.20 million while the long-term develop- 
ment programme to extend the Canal to meet increasing 
treffic needs will cost many times as much, 

The net annual reverme from the Canal 
after allowing for tamtion and reserves as is the 
present practice is only same £10 million. Clearly, 
it will be impossible fer Nasser from this reverme to 
build the Aswan Dam, compensate shareholders and carry 
out essential development werk on the Canal. Increased 
dues, therefore, appear inevitable, and consequently 
increased freight rates, with obvious effects on 
Australian trade: inereased cost of imports, and 
exports less competitive in overseas markets. ‘he 
financial advantages which now exist in using the 
Canal could be cancelled out by umreasonable dues 
and there would srise a difficult period of readjustment 
in Australian/United Kingdem/Suropean shipping services. 
A substantial portion of this trade might be diverted 
through the Panama Canal, depending on the extent to 
dues were raised. 
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(c) Competent Administration: ‘he experience of the 
Company has been that for efficient administrators and 
skilled technicians it has had to rely in the main on 
non=Egyptian personnel. Present employees are working 
under intolerable conditions, threatened with imprison- 
ment, heavy fines and loss of compensation and pension 
rights and in the case of pilots with court martial and 
death, if they leave their posts. Freedom of {70 
employment will have to be restored and even though 
Egyptians may be taken on in increasing mmbers as the 
Company has already undertaken to do, it will still be 
necessary for foreign personnel to be engaged. 

O wference with Shipping and Supplies in an 
Emergency: As mentioned in paragraph 1(b)(i) above 
(page.......) ina restricted war in the Far East, use 
of the Canal for the passage of reinforcements and 
supplies would be desirable but not vital. Whilst, 
therefore, it is a principle which we should endeavour 
to have written into any new regime for the Canal, its 
onission would not be vital to Australian interests. 
AUSTRALIA'S OBJECTIVE: 
lee The aim of the conference is to secure international 
acceptance of a mmber of principles upon which to base the new 
regime for the Canal. In fommilating those principles our ain 
will dviously be to see that Australia's interests emmerated in 
paragraph 1 above are adequately protected and that the safeguards 
described in paragraph 3 are written into those principles, In 
other words we envisage international machinery which will ensure 
free and unrestricted use of the Canal at all times to all nations 
forever (this amounts to reaffirmation of the principles of the 
1888 Convention), reasonable and non-discriminatory dues (inter- 
national control) and efficient, international administration 
(independence of Egyptian and anti-Western administrators and 
technicians). 
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TYPE OF REGIME ENVISAGED: 
A. IDEAL 
5. To protect Australian and Western interests, 
the ideal regime would be one where ownership, control and 
operation were international (but allowing for Egyptian 
participation) and where the territery essential to the leg 
Canal's operation and control was also international, i.e. 
involving the concept of an international zone, 
6. To attain this ideal Egypt would be required 
to cede certain territorial righta which she now has. These 
could be secured either by annemtion, involving the use of 
force which could not be justified at this stage, or by 
negotiation. However, having in mind the composition of the 
Conference, it is extremely wilikely that sufficient strength 
of international concern could be mustered to force Nasser to 
cede territorial rights cheaply. In other words the deal would 
have to be made financially attractive to Nasser. However, 
although he would have lost a capital asset, it could be made 
to appear that once again his policy of “blacknailing" the 
West had been successful, whereas one of the ultimate aims of 
the West, if they are going to protect their long-term interests, 
must be to demonstrate that this high-handed act on Nasser's 
part has not succeeded, In their om interests, therefore, 
the West may be compelled to seek sanething less than the ideal 
regime for the Canal. 
B, MINIMUM REQUIREMENTS 
7 The question of what are our minimm requirements 
of Egypt is being examined, Meammbile it seems reasonable to say 
that we should require at least :- 

(a) An international treaty (or the Convention of 1888 
re-affimed, with protocols added bringing it up to 
date and with provision for accessions - an untidy 
alternative). ‘The 1888 Convention in Article 16 
provides for accession on the invitation of the 
contracting parties. If Egypt will not come in to 
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a new treaty it may be better to retain the 1888 

Convention, which does bind Egypt. ‘The existing 

Article 8 provides some supervisory powers, which 

could be extended by protocol. A treaty without 

Egypt would not be worth the paper it is written on 

and may in fact lead Egypt to claim that the 18388 (bs 

Convention no longer applies. 

(b) An international supervisery authority with defined 

powers 5 

(c) An executive instrument; 
(a) Some definition of sanctions. 
8. The treaty should aim at as wide a membership as 
possible, It should at least embrace the parties invited to 
the London Conference. It should contain provision for 
accessions. It should:~ 
(a) Following a preamble pointing to the international 
stakes and importance of the Canal and the position 
of Egypt, lay dow essential principles of a general 
nature; 

(i) navigation and access to be free and unrestricted; 

(44) the Canal to be open to all flags on a footing 
of complete equality so that no distinction is 
made to the detriment of the subject goods or 
flags of any power, or between them and the 
subject goods and flag of Egypt; 

(443) Dues to be moderate in amount and not 
discriminatory; the incidence of then should 
in no case involve differential treatment. ‘The 
pases of assessment should be stated, e.g. 
tonnage and goods. ‘The principles governing 
revision should be generally stated; 
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(iv) the principles laid down to apply at all times 
both in peace and war and to vessels of 
commerce and of war of all nations. (See 
the extent to which Egypt is at present bound 
by Article 4 of the 1888 Convention). ‘The works 
necessary to the operation of the Canal to 67 
enjoy immnity fron attack or injury both in 
time of war and of peace; 

(v) no acts of hostility in the Canal; (‘the broad 
principles of the Constantinople Convention 
could be adopted, including those relating to 
the passage of vessels of belligerents). Note, 
however, that measures of self-defence would 
probably have to be coneeded to Egypt (See 
1888 Convention Article 10); 

(vi) customs duties and tolls in respect of goods 
loaded or discharged in Egyptian ports to be 
levied in such a manner as to cause no 
hinderance to navigation; 

(vid) ports on the Canal and their machinery and 
equipment to be accessible to ships without 
distinction of flag; no preferential treatment; 

(viii) no hindrance to natioml shipping agencies; 

(ix) general policing may be exercised by Egypt 
which will commmicate all relevant regulations 
to the international authority to emable it to 
satisfy itself that they did not infringe the 
principle of free navigation; 

(x) offences against Egyptian police regulations 
to be reported; 

(xi) no threatening works or assemblages in the 
region of the Canal; 

(xii) Camal to be maintained in accordance with the 
highest technical and administrative standards; 
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(xiii) possibly progressive extension of the Canal's 
capacity to meet traffic demands; 

(xiv) any act of discrimination against one user to 
be treated as discrimination against all users; 

(xv) provision of assistance to the executive 
instrunent for the carrying out of efficient 
operation, maintenance and extension 

(b) Define an international supervisory authority:- 

(i) its canposition and budget; 

(ii) provision for additions to it if any signatory 
or acceding states can show that its commercial 
interests justify membership of the authority; 

(414) its privileges and immnities (if needed); 

(iv) location of it; 

(v) seope of its powers and duties, e.g. upholding 
generally the essential principles of the 
treaty, fixing (or approving) of dues, settling 

and/or recommending 
(approving) of works programmes and general 
powers of inspection; 

(vi) its powers and duties of regular and emergency 
reporting to the contracting parties. 

(c) Define the executive instrunent:- 

(i) ‘the character of it, Egyptian or otherwise; 

(44) composition of it; 

(iii) its powers and duties: 

4. to administer and maintain the Canal; 

2. to undertake responsibility for repairs, 
maintenance and improvements; 

3. to refer to the international authority 
a description of all works it considers 
necessary in the interests of navigability; 

4. to collect dues; 

5. to set up administrative, quarantine and 
financial services. 
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(a) To define financial responsibility for the Canal:- 

(4) +o lay dow the principle that dues shall be 
reasonable, based. on operating and maintaining 
and improvement costs allowing for a reasonable 
return on capital; 

(44) to fix compensation in respest of the present Xa 
company. 

(e) To provide sanctions:- 

(i) any alleged breach of the Convention or any 
dispute to be dealt with by negotiation and, 
failing that, by a defined tribumal, e.g. by 
the International Court or by an arbitral 
tribunal or by the intermational authority 
(the delays open under a court action might 
prove an embarrassment in an emergency, An 
arbitration commission on the spot may provide 
the best answer) ; 

(44) international authority to be eupowered to 
execute, at the expense of the executive 
instrument, improvenents and repairs which the 
executive instrument fails to carry out; 

(444) provision for the international authority to 
take over the management of the Canal if the 
executive instrument is determined to have 
infringed the treaty. 

9. The essence of any scheme must be international 
supervision on the spot of a widely supported international 
treaty defining strictly the principles of operation of the 


It is conceivable that if the Conference reaches 
agreenent on some form of international control machinery, 
the question of sharing maintenance and other possible 
costs comected with the operation of the Canal may arise. 
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The implications of Australia having to make a contribution 
are being studied, It is suggested that the Australian 
Delegation to the Conference should discuss this question 
with the United Kingdom delegation. 

(>) Egyptian Share in the Profits. hy 

4 Convention of 1949 provides for an increased 

subvention to the Egyptian Government equal to 7% of the 
gross profits of the Suez Canal Company with a guaranteed 
minimum of £8.350,000, In 1955, the total sum received by 
Egypt from the Coupany, including taxes, amounted to 
approximately £Stg.5 millions. 


TBGAL. ISSUES: 
To be fitted in, 


HANDLING OF EGYPT: 

10, At the time of writing it is not know whether 
Egypt will attend the Conference or will make counter proposals, 
It is possible that she will suggest same other verme for the 
Conference; in this case Australia should seriously consider 
advocating that Egypt's request should be conceded, If Egypt 
refuses to attend and puts forward same alternative proposal 
it is considered that the Conference in London should proceed, 
1. Whether Egypt attends or not the Conference 
should not regard itself as a mustering of force to bring 
pressure to bear on Egypt but as a meeting whose aim it is to 
find an acceptable solution to a problen. It follows then the 
Conference should atteupt to frame principles (governing the 
setting up of international machinery) in such a way that they 
will be acceptable to Eastern countries such as India, Pakistan 
and Ceylon and at the same time will warrant careful consideration 
by Egypt. ‘he Conference should avoid presenting principles in 
the form of an ultimatum to Egypt. 
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° 12. If Egypt refuses to attend or rejects 
reasonable conditions agreed on by the Conference, the 
question of enforcement action is bound to arise. This 
could be in the form of - 

(a) reference to the United Nations, the potentialities of 
which are dealt with in Appendix 6; {3 

(b) economic blockade (Appendix 8); or, 

(c) force. 

13. It is clear that the use of force against 

Egypt (or even the threat of the use of force) except with 

the sanction of the United Nations would involve a breach of 

the Charter. If Egypt refuses to negotiate, reference to the 

United Nations prior to the use of force is required by 

Articles 2(3-4) and Articles 37(1). ‘There are other 

substantial reasons against the use of force in this 

situation, including - 

(a) it would result in a heavy and indefinite commitment 
of forces in the Canal area to protect it, particularly 
from sabotage; 

(b) such action could jeopardize the supply of oil through 
Syria and the Arab countries which are sympathetic to 
Egypt. At least the risk of sabotage would be greatly 
increased, 
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AUSTRALIA'S I ESTS E : 
1. (e) proprietery interests? 


(bd) interests srising out of use of Cenel; Mex 
(4) stretegic; 
(41) economic (with figures) — % 
(e) politicel interests; 
(a) oi1 supplies. 
2-e Extent to which these interests differ from those 


of other perticipents in Conferences 


SAPEGUARDS TO _BE_SOUGHT: 
Sefegusrds sre needed egoinst: 
(1) éiscriminetion 
(44)  unressonedle dues 
(441)  Ancompetent sdministretion 


(iv) interference with shipping end 
supplies in emergency. 


To protect our interests end provide sdequste 
sefeguerds. Internstionsl nechinery which will 
ensure free end unrestricted use of the Censl 

et ell tines to 911 netions forever (this emounts 

to re-effirmstion of principles of 1888 Convention), 
reesonsble end non-discriminetory dues (internet ionel 


control) end efficient sdministretion. 


Ie deol: ‘ 
(e) Ainternetionsl zone (territorisl rights); 
(bo) internstionsl control end operetion 
(but including Egyptien perticipe tion); 
(c) finenciel (profits, opersting costs, > 
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(e) internetionslcontrol of operstions; } 
(bo) internstionel convention (or 18688 
Convention brought up to dete). 
BINANGIAL: 
Possible implicetions of esteblishing sn 
internetionel regimes Who will pey for § Ke 
meintensnce costs? Who will sssune 
responsibility for buying out the Cenel 
Conps ny? whet finenciel obligetions cen — 


(or should) Austrelis essune? 


s¢ » 
(8) Rights of the Compeny | 
(vb) Internetionel rights *——e— of 


(ce) Rights of Compeny employees. 
HANDLING _OF EGYPT: 

(4) method of negotietion if: 
(e) she declines to sttend Conference; Late 
(bv) ettends but rejects conditions: 

(41) use of compulsion (militery or economic): 

(e) in present circunstences? 
(bo) if Kgypt rejects Conference recomnendstion? 
(c) if Feypt rejects U.N. recomnendstion? 
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AUSTRALIA'S INTERESTS IN SUEZ CANAL : 


i + /. (a) proprietary interests: rs ma wr 
- (b) interests arising out of use of Canal: 
(i) strategic; 
tit} economic (with figurés). ; 
(c) pelitical interests. 
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¥, tE.2 4xtent to which these interests ajeer from those 


a, of other participants in Conferefhce, 
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SAFEGUARDS TO Bu SOUGHT: 
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AUSTRALL A'S OBJECTIVE AT CONFERENCE: 
ee 


To protect our interests/ and provide adecuate safeguards 
international machinery which will ensure free and 
unrestricted use of the\ Canal at all times to all 


(Aer Amen b te offurmebcs f fossa joly bE bruva ta ) 
nations forever tress convention SSS , 


reasonable and non-discriminatory dues (international 


control) and efficient adminilstration, .: yet ien 


TYPE OF REGIME ENVISAGED: 


} 


I. ideal: 
(a) international zone (territorial rights); 
(b) international control af d operation (but 
including Egyptian partic tpation )- doeswedt 
(c) financial ( profits, operating costs, maintenance, 
new works). 
ii. winimun: 
(a) international ab i rents 
(b) international convention (Tees Convention brought 


up to date). 
FINANCTAL ; 
fossible implications of establishing an international 
regime, it i Erte 
LUGAL ISSUES: ed eee Chien 


Rights of the Company. 


(b) International rights, ¢réwecewetfs)- 
fim LO) Rangteta cf Currgreney . 
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SANCTIONS TO HWFORCH EGYrTIAN 4 JSCBPTAWNCE: 
ee Sete 


(a) economic blockade; 
4 (b) naval blockade; 
(c) use of force; ¥ 
(d) reference to the U.N. 
| 
(e) International Court. 
— ; 4 
Tent thi, ag (ee i 
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aatrk el THER eounrRr ies (ISRREL) 


DEPARTMENTS TO BE CONSUL TSU: 
papi ee apart yf. Yate pit. Moers 


ixternal Affairs, <= 


S 
Defence. ~ 7 
Pose ae 


. 


Army.) 
Air, / F 
Wavy | 


Trade, —— 
—_— Stat razt Ata~$ 


Civil Aviat ion, ——~—_4— Pe AGS ee ae 
———_ 


Shipping and Transport. ~ 
Treasury. o& 
—_———— 
Prime Minister's, 


_ 


— 
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TENTATIVE TIMETABLE; 


Monday- 6th August: 
Tuesday-7th August: 
Wednesday 8th Aug.: 


Thursday- 9th Aug.: 


Call inter-Lepartmental meeting 
and circulate E.A. base paper; 
Inter-Departmental conference; 
submit draft brief to all Depts.; 


Cabinet submission, 


fri/Sat -10/11th: Delegation depart 


for London (?) 
( Conference meets London 16th August. 


Last safe-hand bag to London, vednesday 8th August, arriving 
London 15th/14th August). 
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SRNL SERN py NUMBER Le 


OUTWARD CABLEGRAM. 


ABK:HP 0.10842 
Sent: 9th August, 1956. 
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Austrelian High Commission, 
LONDON. 


1813. TOP SECRET. IMMEDIATE. 
For Menzies from Casey. 
Suez Canal. 


I suggest you might usefully try to clarify what 
are the objectives the United Kingdom believes can be achieved 
by setting up an international authority. This anaiysis would 
help to show what is attainable. I also believe it wouid 
throw doubt on the net gains to be obtained from using force 
if Nasser will not accept an international authority. 


ie The economic objectives are clear enough (efficiency, 
capital development, and reasonable charges). Another United 
Kingdom objective no doubt is to deter comparable seizures of 
strategic commercial interests elsewhere (e.g. oil). But do 
the United Kingdom believe that internationalisation of the 
facilities of the Canal itself will deny Egypt the possibility 
of deliberate interference with shios - for example at the 
Egyptian ports of entry through exercise of quarantine, customs 
powers, etc.? Compulsory unloading of cargoes for Israel has 
been going on since 1948, Moreover, whatever restraint was 
impused on Egyot by the presence of British forces in the Canal 
@isappeared with those forces in 1954. On the face of it, pn6 
forcible re-entry of troops (which many would categorize as 
aggression), or persuasion are unlikely to achieve any more 
definite assurance of Zgyptian performance than prevailed when 
there were 80,000 British troops on the Canal. 


oA I notice that Eden argued in the House on 2nd August 


that freedom and security of transit can be effectively 
ensured only by an international authority. I would have 
thought thet, as long as this Canal passes through Egyptian 
territory, it will be impossible by any means to "ensure Egyptian 
performance. But we are entitled to believe (at least until 

the contrary is proven) that it will be pussible to get by 
negotiation all that it would be pussible to get by force. What 
does seem to be a practicable objective is to have an inter- 
national administration of the facilities (for economic reasons) 
alongside a modernized treaty which would incorporate soms new 
arrangements for getting complaints heard and decided promptly 
by an international judicial body together with a provision 

that failure to conform to decisions by this body would be an 
act justifying measures of rédress. Short of unqualified 
international administration, it might be possible to swallow 

an Sgyptian Company under an international commission empowered 
by treaty to direct policy and to take over in the event of non~ 
performance, 


4 If the United Kingdom were to agree that forcible 
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measures (apart from their disadvantages) cannot bring about 
a certainty that Egypt will always provide free passage, it 
would be Logical for them to exhaust the possibilities of 
negotiations for the best attainable safeguards before 
contemplating force or making any further demonstrations. 


Se As to negotiations, it is my view that the United 
Kingdom should give Nasser some ice to slide on as regards the 
place of the conference and make it formally cloar that the 
Conference will discuss arrangements without pre-conditions. 
Furthermore, if the objective is Egyptian agreement to an 
arrangement which has earned wide international support, the 
process of negotiation will probably occupy a longer time 

than the United Kingdom has so far contemplated in what they 
have said publicly or privately. 


6e I amw ondering whether the United Kingdom is making 
a sufficient effort to talk this problem out with the Russians. 


Min. & Dept. of External Affairs. Cost - £4968e4s 
a : " Defence. 

Pe ie a '  " trade (Canb.) 
Mre Reds Bunting. 


10th August, 1956. 
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australian High Commission, 
LONDON (for ixternal) 


18ihe . SPOP-Sscror. 


Lor ieCarthy and _licIntyre only. 


Following telegram contains text of note by 
Defence Committee on Australian Defence aspects of Suez 
situation dated .ugust 2nd. Further appreciation on 
objectives and military implications of the use of force B 
and on possible sustralian contribution prepared on a 
instructions from Prime liinister will be carried to London Ma: 
by myself. In the meantime, suggest he be shown telegraphed & 
note. g 


MIN. & DEPT. elie i 
MIN. & DEPT. DuF INCE (COBRA Tata) 
MR. U.J. BUNTING. 10th august, 1956. 


Sue « AYSa MR. LANDsLG MR. LOVEDAY DL 


LONDON (Por External) 


(S3 


Te? | sroree 


For McIntyre 
Pollowing telegram contains 


text of note by Defence Committee on Australian 
Defence Aspects of Suez Situation dated August 2nd. 
Further appreciation on objectives and military 
implications of the use of force and on possible 
Australian force contribution prepared on 
instructions from Prime Minister is being sent to 
him by bag today. In the meantime, suggest he 

be shown telegraphed report. 


AHT/SCB 


9/8/56 
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Zor Menzies from Casey 


Suez Canal 
1. I suggest you might usefully try to clarify 
what are the objectives the United Kingdom belicves ean be 
achieved by setting up an international authority. This 
analysis would help to show what is attainable. I also believe 
40 wed tenes Aoebs on the net antes to Be chines ae f 
using force if Nasser will not accept an international 
authority. 


2. The economic objectives are clear enough 
(efficiency, capital development, and reasonable Is 
Another United Kington objective no doubt 1s to deter | . 
comparable seigures of strategic commercial interests 
elsewhere (e.g-, il). But do the United Kingdon believe — 
that internationalization of the facilities of the Canal 
itself will deny Egypt the possibility of deliberate 


Egypt by the presence of British forces in the Canal B.: 
@isappeared with those forces in 1954. On the face of it, + 
forcible re-entry of troops (which many would categorize 
as aggression), or persuasion are unlikely to achieve any mor 
definite assurance of Egyptian performance than prevailed wht 
there were 90,000 British troops on the Canal. ; 
3e I notice that Eden argued in the House on 


ensured only by an international authority. a 


that, as long as this Canal passe 3 through Egyptian 
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territory, it will be impossible by any means to “ensure” (50 
Egyptian performance. But we are entitled to believe (at 
least until the contrary is proven) that it will be possible 
to get by negotiation: all that it would be possible to get 
by forces What does seem to be a practicable objective is to 
have an international administration of the facilities 

(for economic reasons) alongside a modernized treaty which 
would incorporate some new arrangements for getting complaints 
heard and decided promptly by an international judicial body 
together with a provision that failure to conform to decisions 
by this body would be an act justifying measures of redress. 
Short of unqualified international administration, it might 
be possible to swallow an Egyptian Company under an 
international commission empowered by treaty to direct policy 
and to take over in the event of non~performance. 

4e If the United Kingdom were to agree that forcible 
measures (apart from their disadvantages) cannot bring about 
@ certainty that Egypt will always provide free passage, it 
would be logical for them to exhaust the possibilities of 
negotiations for the best attainable safeguards before 
contemplating force or making any further demonstrations. 

5- As to negotiations, it is my view that the United 
Kingdom should give Nasser some ice to slide on as regards the 
place of the conference and make it formally clear that the 
Conference will discuss arrangements without pr e-conditions. 
Furthermore, if the objective is Egyptian agreement to an 
arrangement which has earned wide international support, the 
process of any negotiation will probably occupy a longer 
time than the United Kingdom has so far contemplated in what 
they have said publicly or privately. 

6. I am wondering whether the United Kingdom is 
making a sufficient effort to talk this problem out with the 
Russians. 
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Australian Embassy, 
PARIS. 


254. TOP SECRET (and_in eonfidence). 


Addressed Canberra 254 repeated savingram 
London 70 for Prime Minister. 


I went to see British Ambassador this morning 
(8th August). He had cancelled the latter part of his leave and 
returned to Paris from south of Franee yesterday. (He had also 
spent a week in London attending Three-Power Talks). He described 
the situation as "critical". 


2. Jebb stressed that French opinion was very 
strong and unanimous (except for Communists). French wanted either 
to climinate or to humble Nasser. This, however, was not so much 
because of Suez Canal as North Afriea. 


De British and French were still very close to- 
gether. In England, however, there were two main sehools of thought 
about the use of foree. He distinguished between Conservative 
opinion on the one hand, and Liberal and the majority of Labour opin 
on the other (inelvding"Manchester Guardian", “News Chronicle", 
"Daily Herald"). The latter group favoured use of force only if 
Nasser used force first, i.e. any form of violation of the 1888 
Convention. There were also about 40 Labour menbers who were opposed 
to use of force in any circumstances. 


dy, Jebb said Makins' report from Washington indica 
feeling there was "flabby". There was a good deal of irritation at 
crisis over what they regarded as a non-major issue. He added that 
at the London Conferenee last week he thought Dulles had gone as 
far as it was possible for him to go at that stage. French opinion 
was still anti-United States of America but rather less so than it 
had been. 


5. I asked him about attitude of U.S.S.R. "That is 
the unknown quantity". He doubted whether U.S.S.R. would offer Egypt 
an alliance. Report of their sending a fleet into the Mediterranean 
had been denied and Turkey would certainly know if ships passed the 
Dardanelles (though possibly not submarines). 


6. Allen asked what was Australia's attitude, He 
said he had heard the Government were against use of force and asked 
if this were so. I told him I had no information on this but that 
the situation was regarded very seriously and I gave instances, He 
said I can fully realise importance of Canal issue to Australia. He 
added it would be intolerable if Nasser were to increase Canal dues 
in order to finance a local dam. This he felt was the weak point 

in the Egyptian case. : 
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“he He said the conference might last as long as 

10 days but could hardly last longer. There was bound to be a criti 
cal period about 26th August which might involve recall of United 
Kingdom and French Parliaments. 


Ss He spoke of telegram from Cairo reporting India' 
Ambassador's interview with Nasser evidently proposing some inter- 


mediate solution. For what it might be worth Indian Ambassador had 
said Nasser had assured him that he would do nothing rash. 


Stirling. 


MIN&DEPT EA 
MIN&DEPT DEFEN®E 9th August, 1956 
MR.E.J. BUNTING 
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YOUR MESSAGES 976 AND 977(.) 

CIVIL AVIATION INTEREST IN CANAL CRISIS IS PRINCIPALLY 
RELATED TO TWO ASPESTS(.) 

FIRSTLY CAIRO IS COMMERCIALLY THE MOST VALUABLE TRAFFIC 
CENTRE IN THE MIDDLE EAST FOR AUSTRALIAN INTERNATIONAL AIR SERVICES 
OPERATING TO AND FROM THE UNITED KINGDOM AND THE DEVELOPMENT OF 
A DISTURBED SITUATION IN EGYPT AND THE CONSEUENT WITHDRAWAL OF 
QANTAS SERVICES FROM THERE WOULD ADVERSELY AFFECT QEA COMMERCIALLYC.) 
THIS I PURELY A-CIVIL AVIATION ASPECT AND MUST BE WEICHT+ WIt+ 
WEICHED AGAINST WHAT ARE PROBABLY MORE IMPORTANT ASPECTS OF THE 
CENFRAL SITUATION(.) OF COURSE IF GENERAL UNSETTED CONDITIONS 
IN EGYPT SPREAD WIDEDLY TO OTHER PARTS OF THE MIDDLE w+ EAST 
IT COULD LEAD TO THE CUTTIN ¢ OF CIVIL AIR CONNECTIONS TO LONDON 
THROUGH THAT AREA INVOLVING BIG DIVERSIONS THROUGH AFRICA OR . 
NORTH AMERICA(.) 

SECONDLY IF OIL SUPPLIES CANNOT BE ROUTED THROUGH THE SUEZ 
CHNAL OR THEIR PASSAGE INVOLVES THE PAYMENT OF HIGHER DUES IT WILL 
INWEVITABLY LEAD TO INCREASES IN THE COST OF AVIATION FUEL TO 
THE AUSTRALIAN AIRLINE INDUSTRY AS OCCURRED IN THE CASE OF THE 
PERES PERSIAN OIL DISPUTE.) CLOSURE OF THE CANAL TO OIL 
TRAFFIC COULD MEAN A DIMINUTION OF AVIATION FUEL SUPPLIES.) 
OF COURSE BOTH THESE ASPECTX ARE PART OF A GENERAL RESULT WHICH 
NO DOUBT YOU HAVE ALREADY TAKEN INTO ACCOUNT.) 
MESSAGE ENDS 1253 
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Australian Embassy, 
} WASHINGTON. 


620. TOP SECRET. IMMEDIATE. 146 
Menzies from Fadden. 


We had a long discussion in full Cabinet with all 
Ministers present to-day on the Suez Canal problem. I told them of 
my several communications with you by telegram and telephone and 
Casey presented a full picture of the problem in the light of the 
factual position and the many issues involved, including Australia's 
most important interest in the freedom of use of the Canal. I in- 
vited every Minister to express himself and the discussion was quite 
a good one. 


There was unanimous condemnation of Nasser's 
arbitrary action. There was some criticism of the United Kingdom's 
attitude on military preparations (largely from Casey and McBride) 
put an overwhelming majority of Ministers believed that, bearing in 
mind Nasser's savaging ef international engagements to which Egypt 
is a party, the United Kingdom had no alternative but to respond to 
Egypt's unilateral and high-handed aetion by an immediate and firm 
reaction such as Eden had given and by at least the tentative militar 
preparations that Britain has made. 


The view was unanimously held that seme form of ; 
brcader international control of the Suez Canal should emerge from ine 
this incident and that the rather out-of-date Suez Canal Convention 
and Agreement should be breught up-to-date. 


There was unanimous agreement that we should maine 
tain our traditional support of the United Kingdom and Ministers E 
generally agreed that every effort should be made to get the utmost 
American support fer the British cause. In addition, we should, of 
course, seek the greatest degree of support within the Commonwealth. 


So far as you yourself are concerned, Ministers 
agreed unanimously that you should return to London as soon as you 
cane 


Since the meeting we have received the message 
that you will be leaving for London on Thursday and are glad of this. 


It was also unanimously agreed that Casey should eS 
pe asked to go to London at the earliest practicable date and to 
meet you there not later than 15th August. It was the general view 
of Ministers (with which I agree) that I should suggest to you on 

. behalf of the Cabinet that you use your own discretion as to whether 
you remain for or during the period of the Conference and if so how 
long before returning to Australia. 


In view of the current Budget discussions in 
Cabinet and otherwise, Casey would have difficulty in leaving 
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Australia before 12th August which would get him to London on 15th 
August. 


Your wishes (expressed in your telegram 768 of 
5th August from Washington) on the economic and defence sides are in 
hand and I will telegraph you at earliest. 


Casey had already telegraphed all our relevant 
diplomatic posts on the lines you suggested in your telegram 768 from 
Washington. 


We have sent the United Kingdom High Commissioner 
in Canberra our formal acceptance of their invitation to take part 
in the August 16th conference. We discussed (and decided against) 
including in this a suggestion that London might not be the best venue 
for such a conference, by reason of the desirability of Egyptian and 
Russian attendance. However we would be glad if you would make this 
point with the United Kingdom Government. 


A/G P.M& DEPT luse 
MIN&DEPT EA 
MIN&DEPT DEFENCE 8th August, 1956 


(Cost £52/2/-) 
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Canberra, 7th August, 1956. 


Decision No. 329 


Submission No. 353 - Nationalisation of the Suez Canal 


issue. 


(1) 


(2) 
(3) 
(4) 


both Egypt and Russia represented at. the conference, and decided that the 
Prime Minister should impress on the United Kingdom Government that London 


Cabinet had a detailed discussion on the Suez Canal 


It decided: — 


that Australia should accept the invitation by the United Kingdom, 
France and the United States of America to be represented at the 
London Conference beginning on 16th August; 


that the Prime Minister should return from Washington to London; 
that the Minister for External Affairs should also go to London; 


that the Prime Minister should in particular be available for 
discussions before the conference with the United Kingdom 
Government, and should remain there for such time and attend 

the conference (in addition to the Minister for External Affairs) 


for such time as in his judgment is necessary. 


Cabinet held the view that it was desirable to have 


should not be pressed as the conference venue if it emerged that another 


venue would better secure the attendance of those countries and the success 


of the conference 


Cabinet subsequently approved the text of a cable to the 


Tap 


Prime Minister indicating that as a matter of general policy, Cabinet strongly 


wef 
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Cabinet Decision No. 329. (Cont. ) 


supported the actions taken by the United Kingdom Government. The 
cable referred also to: reservations expressed in particular by the 
Minister for External Affairs and the Minister for Defence concerning 
any resort to force. 


Certified true copy. 


5 Q (3 ~ L. 7 
g. y 


Acting Secretary to Cabinet. 
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FOR CABINET: 
NATIONALISATION OF THE SUEZ CANAL 
ACT OF EXPROPRIATION: 


On 26th July, 1956, the Egyptian Government 
expropriated the Suez Canal Company unilaterally and without notice. 
THE CONCESSIONS: 
2. The Company was formed in 1856 to operate two 
Concessions granted by the Turkish Vieeroy of Egypt to de Lesseps and Ife 
the Company, which he formed. The Concessions run until 1968 and only 
then, unless they are renewed, does ownership of the Canal pass to the 
Egyptian Government. This act of expropriation by the Egyptian 


Government is, therefore, a breach of the Company's Concessions. 


CONVENTION OF CONSTANTINOPLE, 1888: 

3. Free and unfettered use of the Canal is 
guaranteed by the Suez Canal Convention of 1888 signed by the United 
Kingdom, Germany, Austria-Hungary, Spain, France, Italy, Netherlands, 
Russia and Turkey. The Convention is still in force. It imposes a 
specific obligation on the Egyptian Government to uphold the "free and 


open" navigation of the Canal in peace and war to every vessel of 


commerce and of war without discrimination of flag and stipulates 


gos pdb: hide 4“ that obligations imposed by the Convention shall continue after the 


D7 laa Ant, expiration of the Company's concessions. 
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SOA 0 ‘ hh, Whitelaw 4 The act of expropriation by Egypt does not 
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appear to provide sufficient grounds on which to bring the matter 


/vefore the.... 
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before the International Court. In any case Egypt has not aceepted 


the compulsory jurisdiction of the Court. 


UNITED NATIONS: 
De The question could be referred either +o 
the Security Council by any one Member of the Organization or to the 
General Assembly by a simple majority of the Members or any seven 
Members of the Security Council. 
6. It could be referred to the Security Council 
under Article 34 of the Charter (any dispute or situation "which 
might lead to international friction or give rise to a dispute"). 7] 
In fact, under Article 37 of the Charter the parties to a dispute are 
obliged to refer it to the Security Council should peaceful means of 
settlement fail. 
Te The question could be referred to the 
Assembly under Article 10 (any questions within the scope of the 
Charter) or Article 11 (questions relating to. the maintenance of 
international peace and security). 
Bs Reference to the Security Council is 
complicated by the factors that :- 
(a) In voting resulting from references under 

Article 34 of the Charter the parties to 

the dispute are required to abstain. A 

difficult and probably protracted procedural 

debate would therefore be likely; 

(b) It is hard to forecast the Soviet attitude, 
though this would probably depend to some 
extent at least on the kind of proposal put 


to the Council; 


/9. While the.... 
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9. While the Security Council is an appropriate 
body to deal with situations affecting peace and security, it may not 
be the best forum for working out, if present proposals fail, practical 
arrangements under which Suez Canal operations might be satisfactorily 
conducted. 
30; Reference to a special session of the Assembly, 
as distinct from the Security Council, is complicated by the factors 
that :- 
(a) Reference to a special session of the Assembly is a 

relatively slow process compared with reference to 

Security Council. The slowness of the special Ito 

session procedure could be overcome by calling an 

emergency session. It would, however, probably 

be difficult to get rapid action in an Assembly 

of 76 countries without clear objectives agreed 

between the principal estern Powers and firm 

intention to secure these without delay. It may 

be observed that the Assembly might produce the 

means to a settlement, not necessarily itself work 

out the terms. 

(b) It is difficult to assess quickly whether the 

Western Powers could muster up the necessary ' 

majority (two-thirds in all probability) for 

a satisfactory resolution, but given the 

conditions just mentioned and the support of 

India this should be possible. 
ile Despite the complications of reference to the 
United Nations, it is clear that the use of force against Egypt (or 


even the threat of the use of force) except with the sanction of the 


/United Nations would.... 
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United Nations would involve a breach of the Charter. Article 2 
obliges Members as a principle to settle their disputes by peaceful 
means and to refrain in their international relations from the threat 
or use of force against the territorial integrity or political inde- 
pendence of any state. If Egypt refuses to negotiate, reference to 
the United Nations prior to the use of force is required by the 


Charter (Articles 2 (3-4) and Article 37(1)). 


LONDON CONFERENCE : 
Ais The aim of the United Kingdom and French 
Governments has been to approach the problem outside the United / 39 
Nations by mistering international opinion against Egypt's action. 
Following tripartite discussions in London between the United Kingdom, 
Frence and the United States, the United Kingdom has issued invitations 
to a conference in London on 16th August to the Poliosing 2h 
countries : 
Parties to the 1888 Convention: 
Egypt, France, Italy, Netherlands, Spain, Turkey, 
United Kingdom, U.S.S.R.; 
Countries interested in the Canal 
through ownership of tonnage or 
pattern of trade: 
Australia, Ceylon, Denmark, Ethiopia, Federal 
Republic of Germany, Greece, India, Indonesia, 
Iran, Japan, New Zealand, Norway, Pakistan, 
Portugal, Sweden, United States of America. 
Woe The position regarding acceptances is not 
momentarily clear. It was unofficially reported on August ith 
that 16 countries had accepted the invitation. To-day the A.B.C. 
states that 5 countries have so far officially accepted (Australia, 


Pakistan, Italy, Portugal and Turkey). 


/1. The purpose of.... 
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1h. The purpose of the Conference is to establish 
operating arrengements under an international system designed to 
assure the continuity of operations of the Canal as guaranteed by the 


1888 Convention, consistently with legitimate Egyptian interests. 


EGYPIIAN POSITION. 

nSs The Egyptians were at first in an 
ostentatious, almost an aggressive mood, claiming nationalization as 
a “bold and imaginative act". They scemed confident that shipping 
companies must continue to use the Canal and that Egypt held all the 
trump cards. The United Kingdom Note of protest was returned. 

16. Following limited economic measures by the 
United Kingdom Nasser in his speeches implied that he expected on 
attempt to re-occupy the Canal Zone in which event Egypt would fight 
to the end. The Canal Zone was placed under Egyptian martial law and 
pilots were warned that failure to report for duty when required 
would be punishable by court martial with the maximum penelty. 

17. Latest reports from Cairo are that Nasser is 
coupling abusive, anti-Yestern speeches with assurances that he 
intends to allow the unhindered passage of shipping through the Cenal. 
The Australian Legation reports, however, that there are some signs 
of apprehension about the military consequences of the expropriation. 
On the other hand Egypt is drawing encouragement from United States 
caution. 

18. The only officicl Egyptian reaction so fer. 
to the invitation to attend the 2h nation conference in London has 
been a moderately worded statement on 3rd August. This gave no hint 


that Egypt would refuse to attend but Cutler reported on 3rd August 


that the! 55. 
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that the present Egyptian attitude would strongly suggest complete 
rejecfion. Reuter's reports of 5th August attribute to "diplomatic 
observers" in Cairo the view that Nasser is opposed to the idea of an 
international conference to discuss internationalising the Canal ond 
that he will probebly propose an international conference in either 
Cairo or Geneva at which he would guarantee freedom of navigation 
through the Canal. 

19. Nasser is reported to have been in close 
consultation with the Soviet, Indian and ‘migien Ambassadors in 


Cairo. 137 


SOVIET REACTION, 

20. Khrushchev in a statement on 31st July said 
that Russia supported Egypt's nationalisation of the Canal which had 
been received with too much excitement in the United Kingdom and 
France; Russia was directly interested in maintaining freedom of 
shipping through the Canal and felt that there was no cause for 
alarm. He thought that "the commonsense, experience and political 
soberness of the statesmen of Britain and France will allow them to 
find the correct comprehension of this historic act of Egypt's and 
make the proper deductions from it", 

215 The British Ambassador in Moscow, reporting 
last week, believed that Khrushchev's statement might be a serious 
attempt to take the heat out of the situation, and that it carried 
some hint of the Sovict's comprehension of the West's attitude. The 
Ambassador had the impression that the Soviet was somewhat worried 
about the explosive potentialities of the situation. On the other 
hand Soviet newspapers are reported to have carried yesterday 
strongly worded editorials supporting Egypt; they attacked the Western 
proposal to call an international conference, claiming that it was 
merely an excuse to reimpose imperialist control over the Canal. 


/South and South-Bast.... 
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SOUTH AND SOUTH-EAST ASTA, 

226 While the South and South-East Asian 
countries who have been invited to the Conference are so far prepared 
privately to query Egypt's action, it is not at all certain that they 
will maintain a public stand against it. The initial reaction of 
India and Ceylon has been only uncertainly critical, the Indonesian 
position although not yet officially defined is likely to favour 
Egypt, and Pakistan, although it has an appreciation of the strategie 
issues involved, is cautious about the woy in which it should express 
its position. 

25.6 In the face of any firm Igyptian opposition, 
the possibility is that these countries will discard the idea of 
international control in favour of some arrangement by which Egypt 
offers guarantees or a reaffirmation of the 1888 Convention 
obligations, while maintaining its position as the operating as well 
as the sovereign power. In this way, they would probably hope to 
rely on bilateral agreements with Nasser to re-insure their om 


individual interests. 


UNITED STATES POSITION. 

2h... Although Dulles agreed to an international 
conference on the future of the Canal he did not do so until he had 
received assurances from the United Kingdom and France that for the 


present at least there would be no forceful action. United States 


influence can therefore be expected to be on the side of caution and 


restraint. 
25. United States preliminary thinking has been 
along the following lines :- 
(a) it would be unwise to present Nasser with an ultimatum to 
force reversal of the nationalisation decision; Nasser 
would be unlikely to back dowm and war would be inevitable; 


/(») the objective.... 
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(b) the objective of the conference should be to ensure open, 
secure and efficient operation of the Canal as an inter- 
national waterway. The proposed procedure would avoid 
reference to the United Nations where the matter might 
become bogged down; 

(c) the United States did not see how the Soviet could object 
to the conference and assumed Soviet attendance, which 
should not prevent the conference from setting up a "stable 
administration having some international element". / 

(d)) 42 Egypt defied the conference or rejected its proposals, “ 
there would be a “broader basis for other action by 
interested countries", free of the implications that they 
were simply supporting the Canal Company ovmers for reasons 
unconnected with the preservation of the Canal as an inter- 
national waterway; 

(e) the United States recognised that nationalisation of the 
Canal was legally admissable but politically intolerable. 

26. Assets of the Egyptian Government and the 
Suez Canal Company in the United States have been pleced under 


Government Control. 


27 Australia's interests in the Canal are :- 
(2) Proprietary: It is not Imow whether there are 
any Australian shercholders, but if there are, 
their holdings are not expected to amount to any 


substantial sum; 


/(b) Strategic: The.... 
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Strategic: The Canal is a vital link between the 
United Kingdom and Europe on the one hand and South- 
Hast Asia and Australia on the other. In a restricted 
war in the Far Tast the free use of the Canal would 

be vital to Austrelia and its allies. Ina global war, 
the Canal would be vulnerable to strategic bombing and 
probably would be closed to all traffic; 

Economic: The Canal is important to Australia os 

the shorter and less expensive route for her trade. [74 
It has been estimated that if the Canal were closed 

to 4ustrelia, the annuel cost to Australia in increased 

freight charges via the Cape would be £4.11 million, 

Australia is also concerned to ensuze that freight charges 

shell not be increased by an arbitrary raising of dues, 

by incompetent administration or by failure to carry 

out essential maintenance and improvements; 

Political: Austrelia is interested in ensuring that 

the Canal shall not be exploited by any one country 

or a nuniber of countries for purposes of national or 

foreign policy. The reasons mentioned in paragraph 28 


(d) below also define our political interest, 


AUSTRALIA IN RELATION TO OTHER YESTERN INTERESTS 


28. 


Australia's interests differ from those of 


the United Kingdom end Yestern Europe, at the following points:- 


(a) 


Proprietary: Shares in the Suez Canal Company 
are owned vrincipelly by the United Kingdom 
Government (believed to be in the vicinity of 4%) 


and privete French investors whereas there are no known 


/sustralian.... 
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Australian shareholders. There are also several 
hundred British and French nationals employed by the 
Company in Egypt but no Australian citizens . 

(b) Strategic: Approximately 86% of Vestern Furope's 
oil supplies pass through the Cenel whereas Australia 
secures her supplies from the Persian Gulf ond the 
U.S.A, and other sources without using the Canal; 

(c) Economic: A greater percentage of Australia's 

‘ trade (approximately 60%) passes through the Cencl 

then that of the United Kingdom or ony Western 133 
European country, i.e. a higher percentage of 
Austrolia's national income is dependent on trade 
passing through the Canal. 

As a freight payer Austrelia's interests 
are not identical with those of these predominantly 
freight earning countries, Higher freight charges 
due to increesed Canal charges or diversion via the 
Cape would be borne by Australia, 

On the other hand oil supplies to Australia 
from the Persian Gulf do not have to pass through the 
Canal as they do to Western Durope; 

(d) Political: Looking at the problem in a narrowly 
comparteertee way, Australia is more directly 
concerned with the countries of South and South Bast 
Asia whereas France and the United Kingdom have greater 
interests in the Mediterranean and the Middle Bast 
(e.g. oil, Algeria, Cyprus). Nevertheless, if the 
present situation is not satisfactorily adjusted the 
following political results might be expected: 


/(i) Nesser's prestige.... 
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(i) Neasser's prestige would increase enormously, 
and he may be prompted to undertake further 
adventures in other Middle East contexts; 

(ii) The Soviet position in the Middle Hast would 
be consolidated; 

(iid) Western influence through the Middle Zast and 
North Africa would be seriously reduced if not 
destroyed; 

(iv) The French position in Algeria may become 
132 
untenable; 

(v) Other Arab countries would be encouraged to 
netionalise Yestern companies (oil); 

(vi) The Baghdad Pact structure would be threatened; 

(vii) Encouragement would be given to unilateral 


action egeinst Western interests in other parts 
of the world particularly in South ond South 


Eest Asia, (Indonesia has already repudiated 


her Dutch debt), 


WESTERN OPSRATIONAL MOVEMENTS 


ee 


29. United Kingdom: We have not yet received 
any officiel reports about the military measures, It would 

appear thet the United Kingdom has so far taken precautionary steps. 
The first official indication given of any United Kingdom decision 
on military matters was the announcement on 31st July by the War 
Office, It said “certain precautionary measures of a military 
nature are being taken with the object of strengthening our 
position in Eastern Mediterranean area and our general ability to 


deal with any situation that my crise". On the some day the 


/Aamiralty confirmed... 
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Admiralty confirmed that “certain naval moves are being ordered", 
Neither the War Office nor the Admiralty ot that stage gave any 

details, 

30% On 4th August the War Office announced that 
because of the present precautionary measures "to ensure our position 
in the Eastern Mediterranean" it would be necessary to keep in the 

Army those regular servicemen whose time would expire in the ncar 
future. The Queen has signed a proclemetion under which 20,000 
reservists will be called up. 3) 
Ske The Admiralty announced on 3rd August that 
the aircreft carricrs, the "Bulwark", "Theseus" and "Ocean" had been 
ordered to the Mediterranc¢an, 

32. France: French forees are olso making 
preparstions to increase their strength in the Mediterrancon, A 
French navel task force is reportedly assembling ot Toulon, But the 
French preperations do not appear to have gone as far as those of the 
United Kingdom. This may be due to the fact that the French have 
already lorge forces stationed in North Africa porticularly in 
figeria, Some indication of the French policy on the military 
aspects con be gouged by M. Pinecau's statement on 2nd August. He 
said that military measures against Egypt were not being considered 
at this stage. It would be time enough, he added, to consider 

the military aspect when the Yest hed scen whet hoppened to their 


proposal for calling a Conference on the Suez. 


THE USE OF MILITARY FORCE 

55 Sir Anthony Eden last weck sent a message 
to the Prime Ministers of ‘ustralin, Canoda, New Zedland ond South 
Africa stating that in the last resort force may have to be used 


/to sccure.... 
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to secure Egyption agreement to some forma of intcrnational control 
for the Cenal. Mr. Menzies, in oa message sent to his Ministers, 
has rejected the idea of "a threat of force which would not have 
the support of the United States", The substance of the ndvice 
tendered to the Prime Minister in ao telegram sent to him last week 
by the Acting Prime Minister, ond the Ministers for Defence and 
Externol Affoirs, was thot there was substanticl orgument against 


a 


the use of force, 


/30 


ECONOMIC SANOZIONS AGATNST BGYPr 


Ss Sere et aero 


3h. Without going into the merits or ° 

practicobilities of them, possible courses of action are: 
(a) limited finencial oction of the kind, e.g. freezing 
assets, exchange control, restriction on transfers; 


total trade embargo; 


= 
a 

~S 
fo 


(c) o partial trade embargo. 
by The procticabilities ond possibilities of 
each of the foregoing ore under study, 
36. At this stage, it oppears: 
(i) that the co-operction of severel countries woulda 
be needed before action could be taken which would 
put such pressure on Egypt as to cause any radical 
change in her attitude, Some relevent considerations 


in this connection are; 


oe 
2) 
a 


The United Kingdom, United States, France, 

Canada, Australia ond New Zerlond together 
account only for about 55% of Egypt's imports 
ond only 2% of Egypt's exports; 

(b) Tho United Kingdom's Egyptian current account 


/sterling holdings..., 
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sterling holdings amount to only £21 million, 
Egypt holds dollars on current account amount- 
ing to £2). million sterling. The freezing of 
either or both of these cmounts would hamper 
Egypt but would not cripple her, 
(ii) the effectiveness of any action against Egypt would be 
influenced by - 
(a) the extent to which other countries x Onkts a 
the Sino-Soviet bloc or countrics could make 
up the loss; 


b) the ability of Egypt to take retolintory action, 
y SyP 


3. The following principles have been agreed 
upon by the United Kingdom, United States and France as a framework 
for the discussions at the London Conference on August, 16th: 
"Proposal for the establishment of on International 

‘Authority for the Suez Canal, 

1. The United States, France ond the United Kingdom are 

in agreement thot a resolution shall be tabled at the 

conference for setting up an Intornational Authority for 

the Suez Canol along the following lines: 


The purposes ond functions of this International 


(2) to take over the operation of the Suez Canal; 
(b) +o ensure its efficient functioning as a free, 
open and secure International Waterway in 
accordence with the principles of the 

Convention of 1888; 


/(c) to orrenge for.... 
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(c) to erronge for the payment to the Suez Crnal 
Company ofa: fhir compensation; and 
(a4) to ensure to Bgypt on equitoble return which 
will tcke into account oll legitimate rights 
cnd interests of Egypt. 
26 Boiling ogreement with the Compeny or with Egypt on 
either of the lsst two points above, the matter would be 
/24 
referred to on "rbitrol Commission consisting of three merbers 
to be sppointed by the Internstioncl Court of Justice, 
Ds The constituent orgons of the International Authority 
would be; 
(a) 4 Council of Administration, the members of which 
would be nominated by those Powers chiefly 
interested in navigation and sea-borne commerce 
through the Canal; 
(b) The necessary technical, working and odministretive 
organs. 
lee The powers of the Internationel Authority in particular 
would include: 
(a) The carrying out of cll necessary work; 
(b) The doterminstion of tolls, dues ond other charges 
on a just ond equitable basis; 
(c) All questions of fincnce; 


(ad) Generel powers of administration and control." 


APPENDICES 


38. I attach a set of relevant documents, 


(R, G, CASEY) 
MINISTER FOR EXTERNAL AFFATRS 


Canberra, A.C.T. 
6th August, 1956, 
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DEPARTMENT OF EXTERNAL AFFAIRS 


FOR THE PRESS CANBERRA 
PR 78, 
mma i th July, ed cacccesSadec 195 
NATIONALIZATION OF SUEZ CANAL COMPANY 


The Minister for Zxternal Affeirs, Mr. h. G. Casey, 
referred today to reports that Egypt had nationalized 
the Suez Canal Company anc had taken over the Canal 
installations, 


Mr. Casey said that there was no necessity for him 


to stress the very great importance of the Canal as an 
international waterway linking Australia anc countries 
of South and South-East Asia with the United Kingdom and 
Europe. The Australian Governnent would view with 
concern any unilateral or precipitate departure from the 
terms of solemn understendings of direct concern to 
maritime states, or any move which might peseuaee the 
free use of the Canal by worlc shipping. 


Mr. Casey added that the full implications of the 


reports were being studied, anc that the Australian 
Government was consulting urgently with the United Kingdom 


Government. 
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THE P. RESS ° CANBERRA 
PR 79. 
ne gth July, s95. 8s 


ATIONALIZaTION OF SUEZ CallalL COMPANY ; 


res WO b. = 


Comienting further on Beypt's seizure of the Suez 
Canel Compeny, the Minister for External affeirs, Mr. R, G. 
Cesey, saic today thet there vere two things involved. 1% 
One Was an agreement establishing the Suez Canal Company 
with ownership of facilities snc rights of levying cherges 
on ships passing through the Cenal. The other was the Suez 
Canal Convention, uncer which a number of countries, including 
Egypt, were bound, and by which the right of use of the Suez 
Cenal by the shipping of the worlc was established. . The 
Convention provides that the Canal "shell always be free and 
open, in time of war as in time of peace, to every vessel of 
commerce or of war without distinction of flag". 


Mr. Casey said that it wes essential to the welfare of 
all countries east anc west of Suez who take part in the trade - 
of the world that this Convention shoulc te faithfully 
observed. Forsone countries, including australia, it is 
vital, because their economic life cepends on the free and 
unfettered flow of cergoes and ships through the Canal. 


Colonel Nasser has, we understand, declared that there 
will be no interference with shipping, but with or without 
such a Geclaration one fect is clear: the Egyptian Government, 
by seeking to take over the Company, hes arbitrarily and 
unilaterally assumec the function of ellowing or denying the 
use of the Cenal anc the power to charge whatever it thinks 
fit upon e large part of the world's commerce. 


This power coes not pass to Egypt as the result of 
ciscussion of Egypt's interests anc negotiations about then. 
It passes by en ebrupt termination -- without consultation -- 
of the concession egreements between Egypt and the Suez 
Canal Company, the expropriation of the Compeny, and the 
establishtent of Egyptien armed guards on the Suez Canal itself. 
the abrupt and high-handed action of the Egyptian Government 
reises most serious apprehensions about their ettitude to the 
economic anc other interests of other countries. 


The issues go beyonce the protection of the economic, 
commercial anc strategic interests of the netions of the world. 


The Egyptian Government announces this act immediately 
following the decision of two Governments not to lence or 
give Egypt assistance in a developmental project. This aspect 
of the situation, which amounts to punitive action against 
others possessing legitimate rights, adds to the record of 
similer instances in recent times and must be a cause of 
profound concern to ell countries whose policies are besed on 
respect for essential principles in internationel relations. 


The Australian Government is not a party to the 
egreements establishing the Suez Cenel Company, nor does it 
have a financial interest in the Company. Australia's interest 


/in the 


so. 


in the situation erises from our dependence upon the 
right to use the Canal for most of our trade in peace 
anc for our protection in war, and from our concern 
és a member of the United Nations to ensure that 
international understandings are observed. 


Mr. Casey said that the australian Government was 
in urgent communication with the Governments of other 
interested countries, The Egyptian Government had 
rejected protests made by the United Kingdom and French 
Governments. Wider international consultation will no 
doubt take place to ensure that the economic and other 
vital interests of all countries cre protected, The 
whole matter was most Gisturbing ence was engaging the 
urgent attention of the Australian Government, kod 
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NATIONALIZATION OF SUEZ CalaL COMPaNy 


The Minister for External affeirs, Mr, RK. G. Casey, spoke 
today about the discussions about the Suez Canal which ére taking 
place in London between Britain, America and France. / 

ny 

Mr. Casey said that it was appropriate that these three powers 
should be meeting together, anc the australian Government welcomed 
their initiative. The Australian Government would expect to be 
included in eny wider discussions that took place, which should 
clearly include the principel nations using the Canal in addition 
to countries possessing international mercantile merine fleets. 


Australia had a direct, substantial and vital interest in 
the Canal, During the past few years, for example, nearly two- 
thirds of Australia's totel imports and exports passed through 
the Canal. This was equivalent to nearly £A1000 million worth 
of Australien trade passing through the Canel each year. 


Mr. Casey said that while Australia, in terms of goods carried, 
ranked first among the users of the Canal in this part of the 
world, other neighbouring countries in Asia had a substantial 
interest in the unrestricted use of it. 


Mr. Casey said that the essential question was whether this 
internetional waterway linking two oceans was to be allowed to 
come under the unfettered control of a single power which might 
operate it for its own purposes. It would be generally agreed 
that this should not occur. The Suez Canal was to be regarded 
as an internetional public utility and it should be administered 
as such -- as it hed teen in the past. Its benefits should be 
available to all countries, and it should not be used for the 
particuler advantage of any one country. 


Mr. Casey said it was already evident that Bgypt saw matters 
quite differently. Colonel Nasser has described the Canal as an 
Egyptian asset, and he has said that profits from it will be used 
to finance the Aswan High Dam -- an undertaking the cost of which 
is estimated at £600 million sterling. Nor is any assurance to 
be found in the Egyptian stoppage, in defiance of the Suez Canal 
Convention, of Israeli shipping end ships bound for Israel. This 
action has been condemned by the Security Council, but Egypt had 
persisted in banning the passage of Israeli trade through the Canal, 


Mr. Casey saic that the objective to be aimed at was the 
maintenance of an internetional regime which woulc gueramtee free 
navigation of the Canal at all times to all nations, reasonable and 
non-discriminatory dues and competent administration. He said 
it would be intolerable if the trade of Australia and other 
countries, and the freedom of our vital communications in an emergency, 
were to become liable st any time to capricious or arbitrary action, 
or that we should be confronted by the risk that by the cecision of 
a single country one of the world's major highways might be denied 
to us. 


SECRET 


iis DEPARTMENT OF EXTERNAL AFFAIRS. 
CABLEGRAM. 
HMC:VA 0, 10180/81/82/ 
88/89/90 
Sent: 28th July, 1956 
2200 
TO: , 


Justralian High Commission, 
LONDON......1703. (For =xternal) 


Australian Embassy ; 
WASHINGTON......565. (For Prine Minister) [8' 


4ustralian High Commission, 


WELLINGTON......225. 


SECRET IMMEDIATE. 


Suez Canal. 


We have given preliminary thought to handling 
of this situation. The expropriation opens up the way to several 
disconcerting possibilities: 


(a) In Naeser's management of the Canal we can expect not 
merely higher charges but perhaps discriminatory 
treatment against particular countries; and the 
Bgyptian blockade of Israel does nothing to reassure 
us, whatever safeguards the 1888 Convention may provide 
and these appear to be few; 


(b) Even if we could assume Nasser or any successor regime 
would not flagrantly defy the Convention (providing 
free and open passage without discrimination) there is 
room for considerable interference and delay in 
provision of facilities; and the uncertainty would be 
— in an emergency (for example in the Far 
East); 


(c) In the worst case a neutral Egypt in control of Canal 
facilities might under Communist pressure interfere 
with allied shipzing in the event of war in the Far 
East} 


(d) The proposal to apply Canal profits to the Aswan 
Dam already suggests increased dues; 


(e) We cannot be sure that with Egyptian management 
Canal operations will not suffer, and Russian 
technical aid would be a prospect; 


(f) If Nasser's coup succeeds, his prestige among the 
Arab States will soar, giving him encouragement 
for further political manoeuvres in Middle East and 
Africa against Western interests in other contexts. 
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Qe In considering what action can be taken 
with international su»port the considerations referred to above 
cannot yet be presented as more than reasonable apprehensions. 
There is at present no thagal tc. inte tteres eae in 
considering how the expropriation can be countered we are 

thrown back upon the question whether Egypt has broken any 
international convenant. The Concessions seem to have Little 
standing in this respect unless it can be argued that they have 
become merged in the 1888 Convention ~ a possibility which is 
suggested by the working of the Convention - a possibility 

which is suggested by the wording of the Conventions preamble, 
although this interpretation may be strained. If merger can 

be argued its strengthens the complaint against Egypt. There 
seems little point in speculating about a reference to the 
International Court since Egypt has not signed the optional 
clause. There 1s also little useful precedent to be found in the 
badan dispute, especially since (so far as we know) no treaties 
exist with Egypt guaranteering British property rights and rights 
of British subjects. We understand in any case that the United 
Kingdom does not favour approach to Court. 


Se Fron preliminary study it seems probable 
that rights and obligations under the Convention have devolved 
upon Australia in such a way as to make her a direct party. What- 
ever the position we consider that the political help of India 
Pakistan and Ceylon should be brought to bear, especially since 
their tangible interests are clearly involved. 


4. While there is no present threat to 
international peate, the situation is likely to endanger peace and 
has in fact created friction. It seems therefore open to refer 
the question to the Security Council. The United Kingdom appears 
to be reluctant <t the moment to make this reference because of 
doubts about the Soviet attitude. We consider, however, that 

the desirability of an approach the Security Council should not 
be entirely ° ernatively a special session of the 
Assembly might serve our purposes better if an anproach to United 
Nations were dezided upon, Much would obviously depend upon the 
degree of support that can be mustered beforehand, and in this 
connection we rote that the United Kingdom are thinking of 
gathering in support not only of countries whose ships are 

Canal users but of the substantially larger numbers of countries 
whose commerce is substantially depependent upon it, We see merit 
in the consultations outside the Unite ations fr ork which 
the British appear to bec emplating, and these should help 
rather than jeotardise a United Nations reference, 


? We are examining whether the objective should 
be an internatioial regime of administration. 


6. In the event of an approach to the Security 
Council, the question could arise whether countries party to the 
Convention could vote, We should like United Kingdom comment on 
this.. We should also arpreciate their comment on the following:- 


(a) In estimating the prospect of Egypt discriminating 
against particular canel users, we have been unable 
to find any specific injyanction in the Convention 
itself, although Article XII is suggestive. We should 
be interested to know how the United Kingdom regards 
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this question, If it could be upheld that the 
Concessions have been merged in the Convention, 
Article of the Concession of 1854 and Articles 
14 and 15 of the Concession of 1856 would provide 


safeguards; 


Whether in seizing installations, Egypt‘has committed 
a breach of Article 3 of the Convention, 
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Australian High Commission, 
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Australian High Commission, 
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REPEATED TO: 


Austraiian Legation, 
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Australian Embassy, ; 
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Suez Canal, 


You will have received text of Mr. Casey's press 
statement of 29th July. Please take earliest opportunity to 
discuss these developments with Government to which you are 
accredited. The following are among the points you should make:- 


(i) The de facto control of the Canal by Egypt would 
place her in the position of being able to dictate 
to other countries whose trade is denendent upon 
the use of the Canal without discrimination and 
at reasonable cost. 


(it) The method of abrupt and unilateral seizure by Egynt 
of this international waterway, together with the 
political background against which seizure has been 
affected, creates in our minds a real apprehension 
lest control by Egypt will be exercised arbitrarily 
and in a discriminatory way. (The Egyptian 
blockade of Israel provides no comfort under this 
heading). 


The avowed purpose of nationalising the Canal is 

to raise funds for the Aswan High Dam project and 
to finance other industrial developments in Egypt. 
Despite the revenue from the Canal (the net profits 
last year were just over £16.6 million sterling) 
the strained state of the Egyptian economy cannot 
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stand the further strain of meeting the cost of 
the Aswan High Dam project estimated at 1,550 
million dollars together with compensation to the 
Gueoez Canal Gomnany slmreholders. It could there- 
fore be expected that the dues will be raised. 
Even in that event it is doubtful whether Egypt 
could afford to undertake essential maintenance 
work, 


lig 
(iv) Increased costs from any cause would directly 

and adversely affect all countries East of Suez 

which are dspendent upon the Canal. 


(v) The prospect of Yoviet intrusion into management 
of the Canal, whether it takes the form of the 
provision of experts or financial aid is not one 
which any country dependent upon the Canal can take 
lightly (a point to be used at your discretion). 


. For your own information we are awaiting definition 
of United Kingdom-French-United States policies to counter the 
Egyptian action. But meanwhile we think it desirable to bring 
home to South and South East Asian Governments the fact that at 
least their economic position is directly involved in the 
oreservation of an international administration of the Ganal. 

If they will discern this they may be less disposed to Leave the 
running to others, and readier to support any provosals aimed 

at reasonable settlement that might be thrown up by other 
Governments. 


Se We suggest you keep in touch with British Embassy. 
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REPEATED TO: 


Australian Embassy, 
WASHINGTON....577. (Please pass copy to Prime Minister for information 


From Casay. 
Suez Canal. 


ie We gather from Bandaranaike's statement today and 
from the United Kingdom High Commission that a maritime conforence 
is under three-Power discussion, but it is not yet known what 
composition and agenda is proposed. 


2s Even at this early stage we consider it important 

to Look to Australian interests in any regime of control which 
might emerge from such a conference. From this as weli as from 
the international political point of view, we would be opposed 

to arrangements being drafted by shipping countries (e.g. 
Buropeans and United States) alone. Please press this point of 
view on the United Kingdom before definitive proposals are reached 
for the sponsoring of a conference and try to give us prior 

advice of their intentions. Subject to what we learn about its 
terms of veference, we would expect to participate. 


ro There would be a strong case for participation 

of South and South-HZast Asian countries having substantial trade 
interests both for this and for political reasons, and it would be 
in our interests to concert with them on a number of issues. 


For your own information, wo may wish to take 
steps ourselves to develop a concerted view among the users 
of the Canal - South and South-East Asian countries, oursclves, 
New Zealand, and, possibly, Japan. 


4. As regards terms of reference, we consider that these 
should include the question of tho control of Canal charges. 

This is a subject which is likely to be of lesser importance 

to shipowning States, but to Asian countrics and ourselves 

charges have a very real incidence. 


Cost £52/5/- 
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MB:ABK, I. 10191, — : 
Dated: 3rd August, 1956. 

. 0026, : 
FROM: Rec'd: Srd August, 1956. 

1115. 
Austrelian High Commission, 
LONDON. 

2133. CONFIDENTIAL. IMMEDIATE. 47 


Addressed Canberra 2133, repeateé Washington 78. 
From McCarthy. 
Suez Canal. 


Home called all Commonwealth High Commissioners together 
tonight and handed us a copy of the communique from the Three Power 
Discussions which is to be released forthwith. Full text follows 
in clear in’my immediately succeeding telegram (not repeated to 
Washington). 


2. A message is being sent by Eden to all Commonwealth 
Prime Ministers expressing hope for their support. In our case 
Home has‘undertaken that it will be repeated to the Acting Prime 


Minister. 
A/MIN. & DEPT. E.A. -(T/T TO MINS OFFICE) 
MIN, & DEPT. DEFENCE. DEFENCE ) 


A/MIN. & DEPT, TRADE (C) 

MIN, & DEPT. S.&7. 

TREASURER & TREASURY. ; 
PM.'S. Srd August, 1956. 


CONFIDENTIAL 


h DEPARTMENT OF EXTERNAL AFFAIRS. 
SHA. CABLEGR« ML. 0197. 
Dated: 3rd August, 1955. 
0035 
FROM: Recd.: 3rd August, 1956. 
1158 
Australian High Commission, 
LOWDON,. 
2134. UNCLASSIFIED. IMMEDIATE, ld 
From Mccarthy. 
yp My immediately preceding telegram, 


Suez Canal. 
Following is the text of the statement. Begins: 


"The Governments of France, the United Kingdom 
and the United States join in the following statement: 


te They have taken note of the recent action of 
the Government of Egypt whereby it attempts to nationalise and 
take over the assets and the responsibilities of the Universal 
Suez Canal Company. This Company was organised in Egypt in 
4856 under a franchise to build the Suez Canal and operate it 
until 1968, The Universal Suéz Canal Company has always had 
an international character in terms of its shareholders, 
directors and operating personnel, andi in terms of its 
responsibility to assure the efficient functioning as in inter- 
national waterway of the Suez Canal. In 1888 all the great 
powers, then principally concerned with the international 
character of the Canal snd its free open and secure use without 
discrimination, joined in the Treaty and Convention of 
Constantinople. This provided for the benefit of all the 
world that the international charactcr of the Canal would be 
perpetuated for all time irrespective of the expiration of the 
concession of the Universal Suez Conall Company, Egypt as 
recently as October 1951: recognised that the Suez Canal is 

“9g waterway economically, coimerciclly and strategically of 
international importance and renewed its determination to 
uphold the Convention of 1888, 


ie They do not question the right of Egypt to enjoy 
and exercise 211 the powers of a fully sovereign and independent 
nation, including the generally recognised right under appopriate 
conditions to nationalise assets not impressed with an inter- 
national interest which are subject to its volitical suthority. 
But the present action involves far more than 2 simple act of 
nationalisation. It involves the arbitrary and unilsteral 
seizure by one nation of an international agency which has the 
responsibility to maintain and to operate the Suez Canal so that 
all the signatories to, and beneficicries of, the Treaty of 1888 
can effectively enjoy the use of an international waterwey upon 
which the cconomy, commerce and security of much of the world 
depends, This seizure is the more serious in its implications 
because it avowedly was made for the purpose of enabling the 
Government of Egypt to make the Canal serve the purely national 
purposes of the Egyptian Government rather than the international 
purpose established by the Convention of 1888. Furthermore, 
they deplore the fact that as an incident to its seizure the 
Bgyption Government has had recourse to what amounts to a denial 
of fundamental human rights by compelling employecs of the Suez 
Canal Company to continue to work under threat of imprisonment. 


tees 


4, DEPARTMENT OF EXTERNAL AFFAIRS. 
CABLEGRAM?°197. 
ee as 
3. They consider that the action taken by the 


Government of Egypt, having regard to cll the attendant 

circumstances, threatens the freedom and security of the Canal 

as guaranteed by the Convention of 1888, This makes it 

necessary that steps be taken to ensure that the parties to is 
that Convention and all other nations entitled to enjoy its 

benefits shall in fact be assured of such benefits. 


hh. They consider that steps’ should be taken to 
establish operating arrangements under an international system 
designed to assure the continuity of operation of the Canal 

as guarenteed by the Convention of 29th October, 1888, consistently 
with legitimate Egyptian interests, . 


Be To this end they propose that a conference 
should promptly be held of the parties to the Convention and 
other nations largely concerned with the use of the Canal. 

The invitations to such a conference to be held in London on 
46th August, 1956, will be extended by the Government of the 
United Kingdom to the Governments named in the Annex to this 7 
statement. The Governments of France and the United States 
are ready to take part in the Conference.' 


Ends, 
Annex follows: 


Parties to the Convention of 1868 -— Egypt, 
France, Italy, Netherlands, Spain, Turkey, Unitcd Kingdom, U.S.S.R., 
Other nations largely concerned in the use of the Canal cither 
througn ownership of tonnage or the pattern of trade - Australia, 
Ceylon, Denmark, Ethopiea, Fedcral Republic of Germany, Greece, 
India, Indonesia, Iran, Japan, New Zealand, Norway, Pakistan, 
Portugal, Sweden, and the United States. 


MIN. & DEPT. B.A. 
MIN, & DEPT, DEFENCE 
MIN, & DEPT, S. & T. 
A/MIN. & DEPT, TRADE 
TREAS, & TREASURY 
P.M,'s 


3rd August, 1956, 
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Dated: 4th August, 1956< 
0055 ; 
FROM: Rec'd: 4th August, 1956. 
1145 


Australian High Commission, 
LOND 


M4 
2152. CONFIDENTIAL. 
From External, 
Suez Canal. 


Following impressions of plans for (or rather 
at this stage tentative thinking about) forthcoming conference 
pmerged from discussions with officials of the Foreign Office 
Department chiefly concerned (African) and of Commonwealth 
Relations Office. 


(a) Level of representation and size of delegations. As 
reported in my telegram 2145 to Tange. 


@ (bo) Agenda. Foreign Office hope to send out to participants 
early next week their provisional ideas about the proposed 
international control regime and about its presentation at tho 
conference, I asked whether thoy had control machinory 
already in detailed draft but was told it was still only in 
outline. (Apparently Dulles and Pineau had accepted United 
Kingdom ideas in principlo but had wanted to discuss it with 
ospilaas ae and promised to convey any comments this 
week end. 


(ce) Choice of participants. All other than signatorics 
of 1888 convention were chosen on basis of canal usage or 
tonnage ownorship - including Ethiopia, whose inclusion was 
sought by France. 


(a) Scopo of Conference. I asked was the conference 
expected to stop short at drawing up and approving regime of 
international control and presenting it to Nasser or would 

@ it be encouraged before adjourning to consider possible 
further steps that might bo taken if Nassor refused to 
accept any form of international control. This was quito 
uncertain, it would depend, among other things, whether Nasser ~ 
and also Sovict Russia - agrood to participate. Thore is still 
no official word from Cairo. 


(e) Duration of Conference. Intention is to try to limit 
it to ono woek at tho most. (Press tonight reports Nassor 
is to bo given deadlino for acceptance or rofusal). 


(f) Explanation to participants, The throe foreign 
Ministors had agreed to share briefing of participants 
before the conference opons,. From my recolloction United 
Kingdom will look aftor Commonwealth and Scandinavia, United 
States "clients" aro Egypt, Greece, Japan, Italy and Iran, 
France will tako caro of Germany, Netherlands, Turkey, 
Portugal and Ethiopia. I asked who was responsible for 
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Australian High Commission, 
NEI] DELHI...182. [03 


Australian High Commission, 
TARACHI...274. 


Australian High Commission, 
COLOMBO...189. 


Australian Embassy, 
TOKYO +. .200. 


Australian Embassy, 
DJAKARTA...369. 


Australian Legation, 
CATRO...140. 


REPEATED: 


Australian High Commission, 
LONDON. ..1762. 


Australian Embassy, 
PARIS -. 159. 


Australian Embassy, 
THE HAGUE...108. 


Australian Legation, 
ROME... 241. 


Australian Embassy, 
BONN. * eeOoe 


CONFIDENTIAL. 


1. Australia’ is one of twenty-four countries invited to Suez ev 
Canal Conference, the purpose of which is "te establish operating 
arrangements under an international system designed to assure the 
continuity of operation of the Canal as guaranteed by the Cenvention 
of 1888 consistently with legitimate Egyptian interests". 


fa We have yet to accept formally the invitation, but acceptance 
may be assumed. 


Oe For your own background in local discussion, the form and 
purpose of the conference are in line with the main objectives which 
we have been advocating with Governments with whom we have been 
consulting: 


(a) that conference should include countries with a 
substantial interest in use of the Canal as well as 
ship-owning States; 


(b) that the conference should deal with the practical 
problems of the future and establish firmly the principle 
of internationslization. 


CONFIDENTIAL 


= DEPARTMENT OF EXTERNAL COON F| D E NTIAL 
OUTWARD CABLEGRAM. 7°" 


4. In discussing Australia's vital interest in the continued 
assurance of a regime which will not discriminate or levy extortionate 
charges, the following are relevant points: 

(1) Approximately 60% cf Australia's total trade passes ly 
through the Canal; 


(2) In total value, this trade is greater than that of any 
other country east of the Suez. 


(3) We, and other countries in this area with comparable 
economies, have a vital interest in the system of 
establishing charges and in their level since the 
incidence falls primarily upon our type of economy. 


(4) In an emergency in the Far East, the Canali is vital 
communication link, 


(5) The functions assumed by Egypt are inconsistent with 
these vital Australian interests. 


@ x, & DEPT, E.A. (Cost £237/1/1) 
MIN. & DEPT, DEFENCE, 
A/MIN. & DEPT, TRADE (C) 
TREASURER & TREASURY, 
MIN. & DEPT. S&T. : 
P.M.'S. 6th August, 1956. 
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me. DEPARTMENT OF EXTERNAL AFFAIRS. 


SECRET 


OUTWARD CABLEGRAM. 


SHA :MB O. 10535 to 10544, 


Sont: 4th August, 1956. 
2045 
POs 


Australian High Commission, 
IBHEGE Gs des ee C108 


Australian High Commission, 
NEW DELHI.....181. 


Australian High Commission, 
COLOMBO.......188. 


Australian Embassy, 
DJAKARTA......368. 


REPEATED TO: 


Australian High Commission, 
BOMOON, 660 220k 76lL, (for Extornal) 


Australian Embassy, 
TOKYO.........254. 


Australian Embassy, 
WASHINGTON....Saving 1435. 


Australian Embassy, 
PARIS.......-eoaving 45. 


Australian Embassy, 
THE HAGUE.....Saving 20. 


Australian Embassy, 
BONN..........0avVing 9. 


Australian Logation, 
HOMtssweses eo Oaving 11. 


SECRET. 
Suoz Canal. 


2 Prosont indications loave us doubtful of support 
likely to be recoived from the South and South-East Asian countries 
invited to the London Confcronca. Tho initial reaction of India 
and Ceylon has beon only uncertainly critical, Indonesia seoms to 
support Nasser, and Pakistan, although it has a cortain 
appreciation of tho strategic issues involved, is cautious about 
the way in which it should express it position. 


Age. The acid test for theso countries will como - 
(a) if Egypt rofuses to attend the conference; or 


(b) whether or not igypt attends, if action is proposed 
against her. 


It is to be foared that in the facé of any firm Egyptian opposition, 


6 
FE Oe na ee 


lle 


oo; 


; ~ DEPARTMENT OF EXTERNAL AFFAIRS. SECRET 
OUTWARD2CABLEGRAMS. 19535 to 10544. 


Asian countrics may bo contont with some arrangoment by which 
Bgypt offers guarantes or a reaffirmation of the existing 
Convention oblizations whilo maintaining its position as the 
operating as well as tho soveroign power. They may be contont 
to roly upon bilatoral agreoments or understandings with Nasser 
to re-insure their own individual interests. 


to 


3. In our consultations with these countrics we 

should urgo the trade interest and the defence and communications 
interost as strongly as possible, taking account of the fact 

that their recognition of these interests will vary from country 

to country and that basic sympathies including nationalism will 

come into play. This suggests that your efforts should concentrate 
upon a following (rather than on discussion about nationalization 
as such): 


(i) urging acceptances of the invitation of the London 
conference; 


(ii) urging them to use their good offices with Egypt 
towards obtaining Egyptian acceptance of the invitation. 


(iii) stressing that international administration is the 
only effective assurance that the principle of free 
passage without discrimination at all times and in 
all circumstances will be observed (and physical 
development of the Canals capacity maintained). 


(iv) stressing the determination of United Kingdom, France 
and the United States to find a satisfactory solution; 


(v) (at your discretion) drawing attention to the 
potentialities if this conference fails. 


It is our view that the purposes of the conference deserve wide 
international support and the proposal can be represented as one 
offering the Egyptian Government every opportunity to pursue its 
legitimate national interests in the Canal. 


Cost £156/16/8.- . 


MIN. & DEPT. B.A.’ 
MIN. & DEPT, DEFENCE. 


TREASURER AND TREASURY. — ° pis : 
MIN. & DEPT. S&T. © MIN: @ DapT: TRADE (C) 
P.M'S. ann a % 


6th August, 1956. 
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ROUGH DRAFT 


What has occurred? 

Nasser has nationalized the Suez Canal, 
seized the Canal installations, frozen the Canal's assets and 
forced Canal employees, including foreign nattioliit’ te contime 
working. 

What are Australia's interests? 


ware 3? 
Australia's interests feall—wunaderthree 


me 
We Carrhae 
(a) strategic: vital line of commmication the-depertance 
shies Homeric Ant onarsnn Why tems wold, 
-whieh,ic-diminiahi 1 , bess eed: 


In a global war/ite—stvetesie—impoxbence to Austrailia 
Ao tet Jaetetty wet 44 


uncnels wiests Sul” 


use in time of a restricted war in the Far East would 


(b) economic: Amstrebie—is interested in ensuring that 
hexrtrade_passes—atong the shorter and less expensive 
route Li. 

(c) political: Australia is interested in ensuring that 
the Canal shall not be exploited by any one country 
or a number of countries for purposes of national 
or foreign policy. 


Are Australia's interests identical with those of U.K. , U.S.A, 


and France; 


Australia's interests are not identical, 


/o7 


[2 


2. 


They differ at the following points: 


\ (i) ‘in a global war the Canal would be of less 


value to Australia than to the United 
Kingdom\end France whe$e war potential 


would be 4 if their oil supplies 


could come via the Canal. Australia would 


\ 


\ 
be able to secure hes\supplies from the Persian 


\ 


Gulf and the U.S.A, without using the Canal; 
(ii) Australia's war potential would be enhanced if other 


supplies could be shipped via the Ganal although 


\ 


this may be offset by increasing eae on 


\ 
\ 


United States resources; ms 
a 
(4%) economic; 

(i) Australia's interest transcends that of all 
three countries in that more of her trade 
passes through the Canal than United Kingdom, 
France and the U.S.A,, i.e. a higher percentage 

he hk, Wf 
of ker national income is dependent on trade 
passing through the Canal; 


(ii) as a freight payer Australia's interests are 


not identical with those of these freight- 


earning countries, Higher freight rates due 


/3- 


3e 


to increased Canal charges or diversion via 
the Cape would be borne by Australia alone, 
() Political; Australia is more directly concerned (oy 
politically with South and South East Asiatic 
countries than these three countries, On the other 
hand France and the United Kingdom have greater 


interests in the Middle East (e.g, oil, Algeria 


> 
Cyprus). Our political interests are not therefore 


identical, 


Have Australia's interests been adversely affected and if not 


what_do we fear? 

No direct Australian interests have been 
affected. As far as we are aware there are no Australian shareholders 
and no Australian citizens working for the Suez Canal Company. 
Shipping has not been interfered with, apart from the contimuing 
blockade against shipments to and from Israel and the consequent 
loss of trade to Australia believéd to be insignificant. 

If, as it appears, Australia's interests 
have not been affected, what do we fear, There are a mumber of 
disconcerting apprehensions; 


(i) to (vi) - take in cable 010180 of 28.7.56 
Is this a juridicel or political problem? 


For the issue to constitute a juridical 


problem there mst be an infringement of a legal right. \ 


De 


Where should the emphasis be placed; ona possible breach or 
on keeping open an international waterway? / 02 


If we concern ourselves only with a possible 
breach of the 1888 Convention by Egypt, we presumably envisage 
sole control by Egypt subject to an undertaking by Egypt that she 
shell commit no breach of the principlesas embodied in the 
Convention. The basic thesis, however, is that we camot rely 
on Egypt exercising impartial control or for that matter impartial 
control by any single government. The emphasis should therefore 
be on keeping open an international waterway, 
Whet_is our immediate objective and how can this be accomplished? 
Our immediate objective is to ensure that 
in formating a solution of this problem, full account of 
Australia's interests shall be taken and that these interests shall 
be safeguarded, At the moment the initiative is in the hands of the 
United Kingdom, France and the U.S.A. where decisions are being 
made of considerable consequence to our interests, We should 
endeavour as soon as possible to ensure that our views are being 
represented on the spot at top level, As-MeMefwen is nOw in 


Berope; tempt pe~asked—te—etiend—in London, “(Our requestto 


be peace f TeP SECRET 
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COURSES OF ACTION OPEN TO WESTERN POWERS. 

It is possibly too early to judge whether 
Egypt intends to respect the provisions of the Internat- 
ional Convention of 1888. Her unilateral and precipitate dy 
action in expropriating the Suez Canal Company in breach 
of the concessions granted has aroused the suspicions of 
all those powers with vital interests in the security and 
free use of the Canal. These nations have every right 
to seek from Egypt solemn guarantees that there will in 
no circumstances (as envisaged by the international, con- 
vention) be interference with the free use of vac, 
Furthermore, it is my opinion that these nations have a 
vested interest in the operation of the Canal; it would 
be of little value to obtain a guarantee of the free use 
of the Canal if the passage of ships were liable to be 
interrupted by administrative and technical inefficiency. 

The United Kingdom, United States and 
France are at this moment holding high level discussions in 
London. I have requested that the Australians be kept 
informed. 

The courses of action open to the Western 
Powers are as follows :- 
(a) International Authority. The best solution in my 


opinion would be for all interested nations, 


(b) 


2. 

including Egypt, to agree to the establishment of 
an international authority to take over the 
functions of the Suez Canal Company. At the same 
time the provisions of the Convention of 1888 
guaranteeing the free use of the Canal would have 
to be reaffirmed by all interested nations, Oye 
including Egypt. 

However, it seems highly unlikely that 
Egypt in its present exhilerated mood will be pre- 
pared to adhere to any agreement which restricts 
its absolute jurisdiction over the Canal. 
Reference to the Security Council or United Nations 
Assembly. While there is no present threat to 
international peace, the situation is likely to 
endanger peace and has in fact created friction. 
It seems therefore open to refer the question to 
the Security Council. However, it is doubtful 
whether the Soviet Union would agree to its 
inscription on the Agenda and even if it did, it 
would almost certainly veto any resolutions 
condemning Egypt's action. Alternatively, a 
special session of the Assembly might serve our 


purposes if an approach to the United Nations were 


Ze 
decided upon. Much would depend upon the degree of 
support that can be mustered beforehand and in this 
connection we note that the United Kingdom are 

92 

thinking of enlisting the support not only of 
countries whose ships are Canal users, but of the 
substantially larger number of countries whose 
commerce is substantially dependent upon it. 

(ec) Use of Force. If Egypt remains intransigent and 
if it is considered that United Nations action would 
not achieve any positive results the Western Powers, 
and I mean the United Kingdom, the United States and 
France, may decide to use force in order to seize 
and occupy the Canal Zone. Any such action would 
in all probability be regarded as a violation of 
the United Nations Charter and would therefore have 
far-reaching repercussions. I have attached as 

eeee appendix ........ a background paper on the political 
implications involved. These will have to be orfadt 
against the vital importance of keeping the canal 

nd open to shipping. 

Posttiow OF AvsTRALIA 
I am not asking you at this stage to endorse 


any of these courses of action as, in my view, it would be 


highly undesirable to commit the Australian Government 


TOP bacon 


TVETOUALTS AION OF 27 SUZ CALL, 
2G OF EXPROPR NEOs 
On 26th July, 1956, the Beyptian 


Goverment caproprinted the Suez Canal Compeny unileterelly and 
without notice, 


26 The Comeny was formed in 1856 to operate 
two Concessions granted by the Turtcish Viceroy of Egypt to de 
Lesseps end the Company, which he formed, The Concessions run 
of the Canal pass to the Bgyptien Goverment, This act of 
expropriction by the Ugyptien Geverment 4s, therefore, 2 breach 
of the Company*s Conpessions. 


PBNSRION OF COPLNT ANOLE, LBB 


Be Free onl unfettered use of the Canal is 
guerunteeda by the Sues Canal Convention of 1858 signed by the 
United Kinglon, Germany, Austric-ihngary, Spain, Prance, Itely, 
Netherlanis, Russia ani Turkey, The Convention is still in 
force. It imposes 0 specific obligation on the Egyptien 
Government to uphold the "frec and open” navigetion of the Canal 
in pease ani wer to every vessel of commrce and of wor without 
Aisorimination of flag and stipulates that obligations imposed 
ty the Convention shall contime ofter the expiration of the 
Compexy*s concessions. 


he The act of expropriation ty Bgypt does 
not appear to provide sufficient grounds on which to bring the 
matter before the International Court. In any case Egypt has 
not accepted the compulsory jurisdiction of the Court. 


5e The question could be referred either 
to the Seourlty Comell by any one Member of the Orgentiaation or 
to the General Assesbly ty a simple mjority of the Mesbers or 
ony seven Members of the Security Comail, 


[2 


6 

Council unler ‘rticle 3. of the Charter (eny Gispute or situntion 
“which might lead to internstionel friction or give rise to a 
Gispute"), In foot, uniler Article 37 of the Charter the 

parties to © dispute are obliged to refer it to the Security 76 
Councll should pessefiul means of settlement foil. 


Te Tho question could be referred to the 
Assenbly under Article 10 (eny questions within the scope of the 
Charter) or Article 11 (questions relcting to the maintenance 
of international, pence and security). 

& Reference to the Seourlty Commil is 
complicated by the factors thatse 


(a) In voting resulting from referoness unfer 
Article 3) of the Charter the parties to 
the @igpute ere required to abstain. A 
difficult and probably protracted procedural 
dgbate would therefore be Likely; 

(b) It is hard to forecast the Soviet attituie, 
though this would probebly depend te some 
extent at least on the icin’ of proposel. put 
to the Council; 


% While the Seourlty Council is on 
eppropriate body to deal with saituntions affecting pesse ani 
scourity, it my not be the best forum for wortring out, if 
present propoacls feil, practical arrangasents under which Sues 
Canal operntions might be satisfactorily condiueted, 
are) Refereme to e special session of the 
Assenbly, os distinct from the Seourity Council, is cam liested 
by the factors thats= 
(a) Reference to a gnecia) session of the Assenbly is a 
relatively slow process compared with reference to 
Security Gomeil, §§ The slowness of the special 
session procedure could be overcome by calling an 
Smmgmgagy seosion, It would, however, probebly 
be UfPiedlt to get rapid cction in an Asconbly 
of 76 countrios without clear objectives agreed 
between the principal Yestern Powers ani firm 
intention to secure these without delay. It my 
be observed that the Ascembly might produce tho 
Pome to a settlement, not necessarily itself work 


out the tems, 
Bad 


TOP SECRET 


(b) Tt Se a8€ficwlt to assess quickly whether the 
Vestern Powera could mster up the necessary 
mjority (teo-thinis in o11 probability) for 77 
a satisfactory resolution, but civen the 
eonditions just mentioned and the support of 
India this should be possible, 


nL Despite the complications of reference 
to the United Netions, it is clear that the use of force against 
Egypt (or even the threat of the use of foree) emept with 

the sanction of the United Nations would involve a breach of 
the Charter, Article 2 obliges Members as a principle to 
settle their disputes by peaceful means ond to refroin in their 
internstionsl relations from the threat or use of force against 
the territorial integrity or political independence of any state. 
If Egypt refuses to negotiate, reference to the United Nations 
prier to the use of force is required ty the Charter (Articles 


2 (364) and Article 37(1)). 
LDS OMS: 
12. The aim of the United Kingfom and Prench 


Geverments has been to approach the problem outside the United 
Nations by mastering international opinion against reypt's 
agtion, Pollewing tripartite discussions in Lonjion between the 
United Kingiom, Prence and the United States, the United Kingion 
has issued invitations te 2 conference in London on 16th August 
to the following 2) countries: 


Parties to the 1958 Conventions 


Egypt, Prence, Italy, Netherlanis, Spain, 
Turkey, United Kinglom, U.5.%.Re3 


Ss eel 


Australia, Ceylon, Denmrk, Ethopia, Federal 
Republic of Germany, Greece, Iniia, Indonesia, 
Iran, Japan, Now “eslend, Normy, Pekicten, 
Portugal, Sweden, United States of Amerien, 


13. The position regerling ssceytances is not 
momentarily cleer, It was unofficislly reported on Augast 4th 
thet 16 combries had accepted the invitation, To-day the A.3.¢, 
states that 5 comtries have so for officially acoepted, (Australia, 
Pakiotan, Italy, Portugal ond Turkey). 
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Use The purpose of the Conference is to 

esteblish operating arrangements under an international system 
designed to assure the eontimrty of operations of the Canal 7% 
as guarenteed ty the 1858 Convention, consistently with legltimte 
Egyption interesta, 


BOLL Po recy 

15. The Egyptions were at first in on 
ostentatious, almost an aggressive mood, claiming ntionalisation 
as @ “bold ani imaginative act". They seemed confident that 
shipping companies mast continue to use the Canal and that Egypt 
held all the trump canis, The ‘nited Kingilom Note of protest 
was returned, 


16. Following limited economic measures by the 
United Kinglom ‘asser in his speeches imlied that he expected 

an attempt te re=-cccuyy the Canal Zene in which event Egypt would 
fight to the end, The Canal Zone wos plesed under Egyptian 
mertiol low ani pilote worewrned thet foilure to report for duty 
when required would be punishoble by court mertial with the 
maxioum penalty. 


17. Latest reports from Cairo are thet Nasser 
is coupling sbusive, enti<‘estern speeches with assurances thet 
he intents to allow the unhinfered passage of shipping through 
the Ganel, The Australien Legstion reports, however, that there 
ere sce sims of apprehension shout the militery consequences 
of the expropriation, On the other hand Egypt is drawing 
enoouragesent from Uiited States caution, 


1. The only official Egyptian reastion so 
far to the invitation to attend the 2; nation conference in London 
has beon a moderstely wored statement on 3r August. This 

gave no hint thet Egypt would refuse to attend but Cutler reported 
on 3rd August that the present Egyptian attitude wuld strongly 
suggest complete rejection, Ruster’s reports of 5th \ugst 
attribute to "dinlomtie observers” in Cairo the view that Nasser 
ia opposed to the idea of an international conference to Aiseuss 
internationalising the Cansl and that he will probably propose 

an internetions! conference in either Cairo or Geneva at which he 
would guarentee freedom of navigation through the Canal, 


19 Nasser is reported to have been in clese 
consultation with the Soviet, Indien ani Russien Anbessadors in 


x. 
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205 Khwushshev in a statement on 3let July 

esd4 that Raceia supported Egypt*s notionalisation of the Canal 75~ 
which hed been reoeived with teo mach excitement in the United 
Kington and Pranse; Ruania was directly interested in mintaining 
freedom of shiyring through the Canal anf felt that there was no 
eaice for slarm, Ee thought thet "the camonsense, cmerience 

end political sobermess of the stctesmm of Britain onl Prone 

will allow them to fini the correct comprehension of this 

histerie ast of Egypt*s and make the proper deductions from it", 


b The British Ambassador in Moscow, reperting 
lest week, believed that Fhrushchev’s statensnt might be a serious 
attempt to take the heat out of the situction, and thet it carried 
some hint of the Sovict*s casprehension of the West's attitude, 
The ‘mbassador had the impression thet the Soviet was somewhat 
worried shout the emlosive potenticlities of the situstion, On 
the other hand Soviet newsparern are reported to have carried 
yesterday strongly worded olitorlals supporting tgypt; thay 
attacked the "estern proposal to call an internstional confereme, 
Maeiming that it wns merely an excuse to retmpose imperialist contrel 
over the Canal, 


226 While the South en South Fast ‘eian 
counties who have beon invited to the Conference are so far 
prepered privately to query Egypt*s action, it is not at a12 
cortein thet they will mintain e Mim stand against 4t. The 
initial reaction of India ani Ceylon has been only uncortainly 
eritieal, the Inionesion position although not yet officlolly 
defined is likely to favour Egypt, end Pakicten, although it has 
en eppreciation of the strategic issues involved, is cautious 
sbout the way in which it should express ite position, 


23. In the face of any firm Egyptian opposition, 
the possibility is thet these countries will Giscari the idea of 
international control in favour of some arrangement by which 

Egypt offers geronteses or a reaffimmetion of the 1808 Convention 
Obligations, while minteiming its position as the opersting as 
well as the sovereim power. In thia way, they would probsbly 

hope to rely on bileteral agreemnts with Nasser to re-insure their 
om intividual interests, 
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ee Although Dulles agreed to an international 


rence on the future of the Cancl he 414 not do so until he 
had received assurances from the United Kingdom and Prenee that 
United States influence can therefore be expe , op hee VA 


25. nae 
idkiniconaiime’ 
* So sent So enter: Veneta eer Sith oo 
doo! to force reversal of the notionlisatien 
nasser would be a ria 
ihwuhuaiin' 
(b) the objeetive of the eee 
open, secure and confere — 
83 an international . The proposed procedure 
would avoid refe: serene — 
ep hn me bogged downs od tintions 
é oat ton 212 nat ove how the Soviet ould 
which should not prevent the eonference 
from setting up a "stable 5 
international element," adult 
(a) 4f Rgypt defied the cont ae 
pasals, there would be a "broader basis for other 


the preservation of the Canal es an intern=tienol 
ratervay y 

7s seniiraiebainan tt chaaaen 
of the Canal. was Sst 
Antolersble, 


266 Assets of the Egyptian Government and 
maent Control, United Stet 
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(e) Regurietesy: 1% is not imown whether there aro 
any fustralien shareholders, but if there ore, 
thelr holdings are not expected to amount to any 73 
substantinl sumg 

(>) Steategio: the Canal is a vitel Link between the 
United Kingiom ani Euvope on the one hand ani Sourth- 
Bast Asia ani Australia on the other, In a restricted 
wer in the Por East the free use of the Cans) would 
be vite? to Australia and its clides, In a gicbal wor, 
the Canal would be valnerable to strategic bashing and 
probably would be closed to all traffie; 

(o) Beomamie: the Canal ic important to Australia os 
the shorter anf leas expensive route for her trade, 
It has been estimated that if the Canal. were closed 
to Austrelia, the ommel cost to Australia in increased 
freight charges via the Cape would be £A.11 million, 
Australin is clso congorned to ensure that freight charges 
shall not be inerensed by on extitrary reising cf dues, 


(4) Bubdties: Australia 4c interested in ensuring that 
the Canal. shell not be exploited by any one country 
or a mmber of countries fur purposes of national or 
foreign poldey, §§ The reasons mentioned in poregraph 28 

(a) below alse define cur politicsl interest, 


26. Sustyelia's interests differ fron those 
of the United Kingilon ani Yestern Europe, at the folloring 
points:= 


(2) xgumletexy: Shares in the Sues Gennl Company 
ore owned principally by the United Tingilom 
Government (believed to be in the vicinkty of 4) 
end private Prendh investors whereas there ore no 
mown Australian shereholders, There are also several 
hunired Britich and Prench netionals employed by the 
Company in Egypt but no Australian citisens; 


(>) Stretegig: opproximetely 005 of Yectern Burope’s 
011 emplies pass through the Canal whereas Australia 
secures her supplies from the Persion Gulf eni the 
U.S.A. ami other scurges without using the Conal; 
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(e) Beomamie: 4 greater percentage of Australia's 
trade (approximately 60) passes through the Conel 
than that of the United Kingiom or ary Vester 72. 
Burepenn country, 1.c. a higher perventage of 
Justralia's national income is dependent on trade 
peesing through the Canal, 
As a freight payor Australia's interests 
are not identienl with these of these predominantly 
freignt earning countrics, Wicher freight charges 
@ue to inerensed Ganel charges or diversion via the 
Cepe would be borne by Australia, 
On the other hand of1 supplies to Australia 
from the Persion Galf do not heave to pass through 
the Canal as they do to Yestern Turopes 
(@) Political: Looting at the problen in a narrowly 
comertanntal way, ‘astrolia is more directly — 
consermed with the countries ef South aml South Rast 
Asia wherens Prome eni the United Minglon heave 
grester interests in the Mediterranean ami the Maile 
Bast (e.g. ofl, Algeria, Cyprus). Nevertheless, if the 
present situation is not satisfactorily odjasted the 
following political results might be expected; 
(4) Nasser’s prestige will increase enormously, 
ani he may be prompted to undertake further 
adventures in other MidLe Rast contextas 

(44) The Sovict position in the Middle Bast will be 
consolidateds 

(414) Western influence through the Middle Last ani 
North Afriea will be seriously reduced if not 
destroyed; 

(4¥) ‘The Prench position in Algeria may become 
untenshle; 

(v) Other Areb countries will be encouraged to 
nationalise Vester companies (041); 

(vi) The Naghdad Past structure will be threatened; 

(vid) noouragenent will be given to unilaterial 
cetion against Yestern interests in other parts 
of the world pertioularly in South oni South 
East Asda. (Inionesia has silrendy repadinted her 
Dutch debt). 
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29.  $<Uehteh Rinsigg =" hove not yet received any official 
reports shout the military meamres, Tt would mpear that 
the United Kinglom hes so far taken presautionary steps. The 
first official iniiestion given of any United Kingiom decision on 
militery matters «=s the ennouncement on 5lct July by the Wer 
Office, It said “certain preembionary measures of a militery 
nature are being tekken with the object of strengthening ow position 
in Eastern Mediterranean area and our general ability to deal with 
eny situation that may arise", On the same day the Admiralty 
confixmed that “certain naval moves are being orlerea”. Neither 
the Yar Offlee nor the Admiralty ot that stage gave any details, 
x» On 4th August the Var Office arnounced 
that beeause of the present preemitionary measures “to enaire our 
position in the “astern Mediterranesn” it would be nesessary to 
wep in the Amy those regiler servioenen whose time would expire in 
the near future, The Sueen has signeé e proclemetion umder which 
20,000 reservists will be enlled up, 

ne The Admiralty amoumecd on Sri August 

a Se ee ee ee ee ee 
hod been orfiered to the Mediterrensan, 


32. Exame: French forces are also miking preparations 
to insreese their strength in the Mediterrenean, A Pronch newol 
task force is reportedly assembling et Toulon, But the Prench 
preperations do not appear te have gone es for as those of the 
United Kinglom, This may be due to the fact that the Prench have 
olready large forces stotioned in North African particularly in 
AlgerLo.. Some indication of the Prench policy on the militery 
espects can be genged by M. Pineaa’s statement on 2nd August. 
He said that military measures agpinst Egypt were not being 
considered ot this stage, ‘It would be time enough, he offed, 
to consider the military espect when the West head seen what 
happened to their propose] for enlling a Conference on the 
Suewe 
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336 Sir snthony Eden last week sent a message to To 
the Prime Ministers of Mstralia, Canada, New Zealand and South Africa 
stating that in the last resort foree may have to be used to secure 
Egyptian agreement to some form of internaticel control for the Canal, 
Mr. Mensies, in a message sent to his Ministers, hes rejected the idea 
of "g threat of farce which would not have the support of the United 
States." ‘The substance of the advice teniered to the Prime Minister 
in a telegram sent to him last week by the Acting Prine Minister, 

and the Ministers for Defence and Ixternal Affairs, was that there 
was substantial argument against the use of force, 

ECCIGRC SWICTIINS AGADIST BEE? 


Ihe Without going into the merits or practicab= 
ilities of them, possible courses of acti ares 
(a) limited financial action of the kind esege freezing assets, 
exchange control, restriction on trensfersg 
(bd) a@ total trade embargo; 
(c) a partial trade embargo. 
The practicabilities and possibilities of 
each of the foregoing are under studye 
At this stage, it appearss~ 
(i) ‘that the co-operation of several camiries would be needed 
before action could be taken which would put such pressure on 
Egypt as to couse any radical change in her attitude. Some 
relevant considerati:ns in this comection are 
(a) ‘he United Kingdom, United States, France, Canada, 
Justralia and New Zealand together account amily for 
about 35 per cent of Egypt's imports and mly 20 per 
cont of Egypt's exports. 
(b) ‘The United Kingdam's Egyptien current accamt sterling 
holdings amount to only £21 million. lgypt holds dollars 
on current account amounting to £2) million sterling. ‘the 
freezing of either or both of these amounts would hamper 
Egypt but would not eripple her. 
(44) ‘the effectiveness of any acti against Agypt would be 
influenced by - 
(a) the extent to which other comtries, e.g. the SinosSoviet 
blee or countries could make up the loss 
(>) the ability of Egypt to take retaliatory acti 


QUESTICS FEU TRING DoCIsigis 
55. (a) Bommel Invitation to Londen Gonterence 
The formal acceptance of the Australian Government will need 
(b) eumesen tot 


—Ft is recamended-thet-matralia de represonted-et the-donference — 
~ebt-tintetertal—level, 
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(c) unites whieh ey arkee at the confemnos 
Th acgepting the invitation to participate in the Conference, 
Australia is aly comaltted to the proposal “stays should te 
taken to establish operating orrangenents under en international 
aysten designed to asuure the contimity of operation of the 
Canal as guaranteed by the Convention of 29 Cetober 1060 
consistently with logitinate igyption interests", So far 
motralia ie not camitted to any enforvonent astion in the 
event thet Ngypt refuses to attend the Ounferenes ar that 
Reypt refunes to ancept the deciaions of the conference. 
However, the question of follow up action may arise at the 
emference itself, the mstralion topresentative my therefore 
have to discuss ard take decisions on ccmees of action 
These courses of action might be as follows: 


bg 


(4) discussions after the Conference and in the Might 
of ite decisions betwen representatives of the 

(44) reference to the United Nations; 

(444) Lindted finmelal acticin ad eosnonle bleckade; 

(av) use of militery foros, 
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TO: SECRETARY, DEPT OF DEFENCE, eexvounne | OP aa ie cote _ 
SECRETARY DEPT OF CIVIL AVIATIONMELROURNE ~*~ aye) 

SECRETARY DEPT OF SHIPPING MELB . 
SECRETARY DEPT OF TRADE CANBERRA 
SECRETARY DEPT OF TREASURY CANBERRA 


SECRETARY PRIME MINISTER'S DEPT CANBERRA 
FROM$ E Ay CANBERRA nie a 
TOP SECRET IMMEDIATE Ir iol he 
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sees sess sssssssssssss vg ih 

FROM SECRETARY, EXTERNAL AFFAIRS. 

WE ARE SENDING YOU IN OUR IMMEDIATELY FOLLOWING TELEPRINTER 
A DRAFT FORMAT OF OUR BRIEF FOR SUEZ CANAL CONFERENCE ON 16TH 
AUGUST. WE SHOULD BE GRATEFUL IF YOU WOULD LET US HAVE BY TO- 
MORROW ANY COMMENT WHICH YOU WOULD WISH TO BE CONSIDERED IN RELATION 
TO SUBJECTS CONCERNING YOUR DEPARTMENT. IF YOU CONSIDER THAT 
ANY OTHER MAJOR HEADINGS OF INTEREST TO YOUR DEPARTMENT SHOULD BE 3 
INCLUDED WOULD YOU PLEASE INFORM US. 
26 THIS MESSAGE IS BEING SENT TO PRIME MINISTER'S DEPARTMENT y 
DEFENCE, TRADE, TREASURY, CIVIL AVIATION AND SHIPPING. 
MESSAGE ENDS AS 
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Australian Embassy, 
WASHINGTON, 


Pi TOP SECRET, 
For Fadden, Casey and McBride only from Spender, 
Reference cable 768. 


We saw Dulles at his home. In addition to the 
Prime Minister and myself, Sebald was present. Dulles had rung 
me before we met him, saying that he wanted to speak very frankly 
on the situation and did not want other people present. 


2s After referring to the gravity of the situation 

as he saw it, he said that the British and the French when he 
arrived in London were set upon taking firm and quick military 
action to bring Nasser to heel, They were, in his view, still | 
determined upon such action if the conference did not produce 
satisfactory results. ES Se ee 

De The purpose of the conference should be to establish 
an international agency to secure unimpeded passage for the nations 
u e al “(on which agency Egypt, of course, would be 
represented) giving Egypt a fair share of the tolls, It would 

run the Canal on the basis of service to the users of the Canal 

and not for "profit of any shareholders". It had to be made 

clear that the issue was not a question of the right of a country 
to nationalise but rather to preserve an international waterway 
open to all nations, 


he It was doubtful, in his opinion, whether Nasser | 
would attend or be represented. If it was desired that Egypt 
should be at the conference, as in his opinion it should be, 
London had not been the wisest choice, But he found that he had 
no dther alternative but to go along with this proposal. He was 
critical of the announcements which had been made by the United 
Kingdom calling up troops etc. It was unlikely Nasser would attend 
"at pistol point" and all this was not conducive to persuading 
him to come, and the atmosphere created was such that, failing 
agreement at-the conference, United Kingdom would feel herself 
committed to engage in immediate military action. 


5e One purpose, perhaps the only purpose in the view 
. of the United Kingdom of holding the conference.was,.to prepare 
international opinion throughout the world for such steps as the 

€ a-France decided then should be taken. “While he, 

Dulles, thought that the time™between now and the 146th - he had 
stood out for this date, the British wanting a much earlier one - 
might provide a cooling off period, and whilst there would be 
counsels of moderation in London when the conference did take 
place - in their present mood both United Kingdom and France were 
set for quick military action, which of course, could have far- 
reaching consequences, 
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6. He did not under-estimate in any way how vital 
were the issues to the Western world and particularly to the United 
Kingdom. If Nasser was allowed to get away with this it would 
gravely affect the position of the Western world throughout the | 
whole of the Middle East and would especially undermine deeply 

the United Kingdom's position as a world power, She could become 
"another Portugal". He therefore acknowledged the importance 

the United Kingdom put upon forcing Nasser to see reason, he 
referred to conversation with McMillan when the hatter was alleged 
to have f marked -— in defending United “ingdom's determination to 
use fore ely so important were the issues to the United 
Kingdom - that if they had to die as a first-class nation they 
would prefer to do so “with their boots on", 


fis In this context he questioned whether United 
Kingdom and France really wanted Nasser to attend the conference. 
Rather, he thought, ey wished to use the conference as the moral 
basis for military action still contemplated by then qe 
satisfactory agreement were quickly reached. 


8. He referred to the impossibility of the United 

States being able to lend any military support to the United 

Kingdcem. It would, in any event, take a long time to condition 

public opinton in the United States. Much as the United Kingdom 

mig like to have s support, they were content to have the moral 
St fe The U 


and economic backing of the United States, nite ingdom 


thougnt they could handle the situation with such backing from 
United States and did not think it likely to bring the Soviet in, 
If the United States were to make it clear that, so long as the ! 


Soviet kept out se would they - United Kingde ¢éi:sught that would 
be sufficient to deter the Soviet from intervention, tf, para 
Dulles, Soviet did directly intervene in the dispute that would | 
be the "big thing". He spoke of the difficulty of supplying oil 
to Great Britain in the event of military action causing critical 
situation in the flow of oil. It would involve, among other 
things, rationing of petrol in the United States and that itself 
was no small problem, But they would, in those circumstances, be 
prepared to do all they could. 


9. There was little dcubt in Dulles' mind that 
military action to bring Nasser to heel was likely to precipitate 
a crisis throughout the whole Middle Bast. He referred, inper 
alla, rly he did not discount of 
Israel availing: herself of the occasion to strike into Jordan 
etc. It is also clear that United States influence will be on the 
side of urging other means, short of military action, of bringing 
dispute to settlement. He spoke of having dissuaded France from 
sending some further Mysteres to Israel. He doubted very much 
whether United Kingdom and France had fully thought through the 
consequences of military action they were contemplating. He had 
he said, pointed out to the United Kingdom the trouble it had had 
in 1953 in the Canal dispute despite comparatively large forces 
they then had there. 


10% He read us extracts from a cable just received from 


Byroade in Cairo, who had just seen Nasser, whom Byroade said he 
found "relaxed" and "friendly", Nasser had just returned from 
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some beach and a picture-show where he had been with his. children, 
The general impression one drew from the conversation reported was — 


(a) Nasser was somewhat uncertain of himself, 
a necator 


(b) whilst he refrained from saying he would not be 
attend the conference he said nothing to 
induce any hope that he would. He criticised 
the proposal in some detail and said that the 
United Kingdom would line up the nations against 
him and that they would, of course, go along, he 
spoke even about possibility of finding himself 
alone with the Soviet against the rest of the 
nations, It was still, however, possible that 
he would decide to attend seeking to lay down 
some conditions before doing so, including change 
of venue. 


11. Dulles said the position was particularly critical 
because questions of national prestige were now heavily involved. 
Not only that of Egypt identified with Nasser, but of United 
Kingdom and France, 


12 France, he said, strangely enough, seemed if 
anything, more bent on action even than Great Britain, They had 
"swang about 180 degrees" in their evaluation of general Soviet 
motives. Not s» long ago they had been urging the need to 
respond favourably to Soviet "new look" whilst now they were 
satisfied the Soviet was behind Nasser's operation. 


Se | Both the Prime Minister and myself urged the 
importance of using Nehru to counsel moderation on the part of 
Nasser. The interest of India in the Canal was an important one 
to her as a trading nation and it could well be that, upon this 
issue, they will divide from Nasser, particularly if the issue 

was not fouled up by any question of the right of the country to 
nationalise, We asked whether there was any information that the. 
United Kingdom Ambassador had seen Nasser. He knew of none, 
though Byroade, was, as appeared from his cable, in touch with the 
United Kingdom Ambassador, 
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44, We stressed the importance of careful preparatory 
work prior to the convening of the Conference, both in respect of 
economic sanctions and all steps short of armed conflict up to 
blockade and the nature and extent of contemplated military action 
itself. In particular, as to whether military action would be 
likely effectively to bring about a solution to the problem or 
more likely to do so compared with other action short of armed 
intervention, An examination of these considerations in the light 
of ultimate cost including the lives of man, now vitally necessary, 
and agreement between the Great Powers essential prior to the 
conference so that we would fully think through the means which 
could be employed to achieve the end we had in mind and the 
consequences likely to flow therefrom, 
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nay The Prime Minister and I took the view that the 
purpose which the conference had in mind in seeking to establish 
an international agency (see paragraph 3 above) would still 

remain the same if the conference failed to produce any result 
because of lack of agreement or the absence of Egypt at it. 
Therefore, the examination of ways and means as above, would still 
need to be directed to this end. 


16. He said it was possible that Nasser might seek to 
forestall the conference by referring the dispute to the Security 
Council.. He thought he could be quickly cut off there, 


17. There was some discussion about the difficult 
economic situation in which Egypt now found herself and the 
pressures which would be on Nasser in such circumstance. This, 
if properly exploited, might be useful in inducing Nasser to see 
reason, 


dB Inciden*li--, he mentioned that decision not to 
finance the Aswan Dam had been taken after most careful consider- 
ation, Apart from the financial inability of Egypt to bear her 
domestic share of the cost of the Dam and the danger that she 
would be unable to repay a loan given to her, it was thought that 
because of the long period of austerity which would need to be 
imposed upon the Egyptian people by its Government to complete the 
Dam, that over the long haul the United States would be blamed 
for it and great resentment would be built up against her as the 
mceney lender and that no real benefit would flow from the point 
of view of the United States, 


ACTING PRIME MINIST'R 
MIN, FOR @.A, 

MIN, FOR DEFENC™ 

SIR FREDERICK SHEDDEN 
MR. A.H. TANGE 

MR. E.d. BUNTING 


6th August, 1956 


SEC MR PLIMSOLL MR FORSYTH MR KEVIN 


TOP. SECRET 


Dp 


Copy No.l of 5 copies 


JCGK /pC 
6th August, 1956. 
Dear John, 
I am enclosing a copy of two 
coe - the Suez Canal which are being 


your 
‘as to let me have it by to-morrow, 


Yours sincerely, 


E, J. Bunting, Esq., 0-B.E. 
Prime iinistex"s Bepartncit, 
CANBERRA, A:C. ie 


Same letter to:- 


G. H. Warwick-Smith, Esq., 
Department of Trade, 
CANBERRA, A,C.T. 


Dr. R. J. Whitelaw, Ce 


Department of the Treasury, 
CANBERRA, A,C,T. 
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From Secretary, External Affairs, 

We are wenting you in our immediately 
following teleprinter a draft format of our brief for Suez 
Canal Conference on 16th August. We should be grateful if you 
would let us have ty toauerew any ement wich you would wish 
to be considered in relation to subjects concerning your 
Department. If you consider that any other major headings of 
interest to your Department should be included would you please 
a This message is being sent to Prime 
a s Department, Defence, Trade, Treasury, Civil Aviation 
end Shipping. 


6th August, 1956. 


Bl 


, 


WA : " Treasury, Canberra 


We are sending you in our immediately following 
‘we teleprinterd a draft format of our brief fr Suez Canal Conference 
on 16th August. We should be grateful if you would let us have by 
to-morrow any comment which you would wish to be considered in relation 
to subjects concerning your Department, { Yrv Cred Mat any 


6/8/56 


. PRINTERGRAM. Ne Slee 


Secretary, Department of Defence, Melbourne 
r 2 iy " Civil Aviation, Melbourne 


Prime Minister's Department, Canberra 


From: External Canberra, r 
TOP SECRET 7 


From Secretary, External Affairs 


TOP SECRET 


DRAFT FORMAT OF BRIEF FOR SUEZ CANAL CONFERENCE, LONDON, 16th AUGUST 


AUSTRALIA'S INTERESTS IN SUEZ CANAL: 
1. (a) proprietary interests? 


(b) interests arising out of use of Canal: 
(4) strategic; 


(44) economic (with figures) 
(c) political interests; 
(a) ofl supplies, 
2. Extent to which these interests differ from those of 
other participants in Conference, 


SAFEGUARDS TO BE SOUGHT: 


Safeguards are needed against; 


ws, (4) discrimination 
i yer (34) unreasonable dues 
ye (444) incompetent administration 
(iv) interference with shipping and supplies 
in emergency, 
AUS' *s AT 


To protect our interests and provide adequate safeguards, 
International machinery which will ensure free and 
unrestricted use of the Canal at all times to all 
nations forever (this amounts to re-affirmation of 
' va principles of 1888 Convention), reasonable and non= 
w discriminatory dues (international control) and efficient 
administration, 
TYPE OF REGIME ENVISAGED: 
I. Ideal: 
(a) international zone (territorial rights) ; 
(b) international control and operation (but including 
Egyptian participation) ; 
(c) financial (profits, operating costs, maintenance, 
' new works), 
TI. Minimum: 


(a) international control of operations; 


iy * 


APPROVED BY...... 


MESSAGE NUMBER 978 6/8/56 1642 


TO’ DEFENCE DEPT MELBOURNE eet as : OP. bo es 


FROM$ E A, CANBERRA 


rine SECRET 


PERSONAL FOR SHEDDEN FROM TANGE Pan Rut ye 


1. I SHOULD BE GLAD IF YOU COULD GIVE ME SOME ESTIMATE OF THE 
BATE UPON Wie@t WHICH YOU EXPECT THE DEFENCE COMMITTEE TO ISSUE 

ITS APPRECIATION OF THE OBJECTIVES AND MILITARY IMPLICATIONS OF THE 
USE OF FORCE BY THE UNITED KINCDON, ie FRANCE, AND 'iaim- 
SUCH OTHER COUNTRIES AS MIGHT JOIN THEM AGAINST EGYPT. 

2. APART FROM THIS YOU SHOULD BE RECEIVING SHORTLY TELEGRAM 768 
FROM THE PRIME MINISTER ADDRESSED TO FADDEN, CASEY AND MCBRIDE 
WHICH CALLS FOR A DEFENCE APPRECIATION "* AS TO WHAT AUSTRALIA 
MIGHT DO AND WHERE AND HOW @@M- IN THE EVENT OF OUR OWN PARTICIPATION?! 
THIS REFERENCE APPEARS IN THE CONTEXT OF A MESSAGE IN WHICH DULLES 
HAS SAID THAT BOTH THE UNITED KINGDOM AND FRAN CE WOULD NOT 
EESITATE TO EMPLOY MILITARY FORCE AND THAT, IN THE EVENT OF ANY 
REFUSAL ON NASSER"S PART, THEY WOULD ENTER UPON @f 

ad MILITARY OPERATIONS PROMPTLY. Sz 

3. I HAVE TOLD MR. BUNTING THAT I SHALL BE APPROACHING You 
DIRECT ASKING THAT THIS APPRECIATION BE PUT IN HAND. IT SEEMS 
POSSIBLE THAT THE PRIME MINISTER MIGHT Go TO LONDON WITHIN THE 
NEXT FORTY-EIGHT HOURS WHICH SUGGESTS THAT IT SHOULD BE PREPARED 
AS SOON AS POSSIBLE. 


MESSAGE ENDS CORRECT. .~~PARA~ 2s ENE—FweHESITATE TO EMPLOY 
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a ad WABP. CABLEGRAMg, 10262. 


Datad: 4th August, 1956. 
2009 

FROM: ; Roc'd: 5th August, 1956. 
0900 


Australian Legation, 
CAIRO. SY § 


150. TOP SECRET. IMMEDIATE. 
Ropeatod London 12. 


Nassor sont for the Amorican Ambassador last night. 
Tho Ambassador informs mo Nassor talked frocly and sought advico. 
Without instructions tho Ambassador gavo no advice oxcopt for 
dolLaying a roply to United Kingdom invitation to allow timo for 
socond thoughts. Tho Ambassador convinced that tho prosont 
attitudo is strongly opposed to acccpting invitation but Nassor 
not committod to outright rejoction and is still considoring tho 
mattor. Nassor appvars worried but not unduly so and is 
doterminod to rosist to the utmost. Tho Ambassador considors 
throat of forco unwiso and may loso wholo Middlo East to Wost. 
Ho said Nasser would pull the tomplc down with him and Algorian 
problem would oxtond to tho Porsian Gulf. If forco failed with 
Tran ovor Abadan it must fail against the wholo of tho Arab world. 
Baghdad Pact would zo and Iraq would support Egypt." Tho 
Ambassador convinced that Nassor dotcrmincd to maintain tho canal 
and adhuroe to the Constantinoplc Convontion, Nassor's convorsation 


was: 


(i) Intornational Commission would moan Aridding Egypt 
Be of a Fronch company to bo ‘saddled 
with nearly ovcry country in tho world. His 
plodge to Egypt was incompatiblo with this. 


OR 


(ii) Constantinople Convontion. Ho was willing to 
adhoro to an agroumont with any onc or moro countrios 
- or United Nations Assenbly Conventions and annexes. 


(iii) London Confcroncea,. Nassor contended in view of present 
throat of invasion he could not accept without appoaring 
coorcod. Sccondly, all countrics invitod woro 
Satollitos oxcept Russia and Egypt and the result was 
forogone conclusion. This might rosult in Russia 
and Egypt opposing and Westorn propaganda would con- 
sequontly labol Egypt Communist. Ho informed the 
Ambassador ho was not cortain of Russia's attitude on . 
futuro operation and control of tho Canal although 
Russia supported Egypt on nationalisation. Nasser 
said hc had sought clarification without rosult from 
tho Russian Ambassador. Tho Ambassador informed me 
that this coincidos with tho Amcrican Ambassador's 
report from Moscow, 


(iv) Attitude to tho Wost. Nassor showod bitternoss ovor 
the Wost's opposition to arms doal, Convinced~tho 
x High Dam offers woro not gonuine and ineensed 
# at tho mannor of withdrawal and comments on 
Egyptian oconomy. Surprised at unanimity and depth 


TOP SECKET 


TOP StCeee 


A 
Cevinnlenncr Gastar Oe 


INWARD CABLEGRAME- 10262. 
eae 


of tho roaction to Canal nationalisation and tho 
doubt as to his assurances of a froe passage. 


+? 


MIN, & DSPT. 2A, 
VIN. & DSPT. DEPINCE # amendments 


Pots bs 


5th August, 1956 


Sic --A/Ss' “DR WYNES...iiR REMOUF MR LAWREY ER Loomzs ¢ 
-MR-LOVEDAY. MR'LANDALE- ww ssi; yo sn 
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Dated: 4th August, 1956. 
2009 

FROM: . Roc'd: 5th August, 1956. 
' 0900 


Australian Legation, 
CAIRO. 


Sv 
50. TOP SECRET. IMMEDIATE. 
Ropeatod London 12. 


Nassor sont for the Amorican Ambassador last night. 
The Ambassador informs mo Nassor talked frooly and sought advico. 
Without instructions tho Ambassador gavo no advice oxcopt for 
dolaying a roply to United Kingdom invitation to allow timo for 
socond thoughts. Tho Ambassador convincod that tho prosont 
attitude is strongly opposcd to acccpting invitation but Nassor 
not committed to outright rojoction and is still considoring tho 
mattcre Nassor appears worried but not unduly so and is 
dctorminod to rosist to the utmost. The Ambassador considors 
threat of forco unwiso and may loso wholo Middlo East to Wost. 
Ho said Nasser would pull the tomplc down with him and Algorian 
problem would oxtond to tho Porsian Gulf. If forco failed with 
Tran ovor Abadan it must fail against tho whole of tho Arab world. 
Baghdad Pact would zo and Iraq would support Egypt." Tho 
Ambassador convinced that Nassor dotcrmincd to maintain tho canal 
and adhuroe to tho Constantinoplo Convention, Nassor's convorsation 
was: 


(1) Intornational Commission would mcan APidding Egypt 
a of a Fronch company to bo ‘saddled 
with nearly overy country in tho world. His 
plodge to Egypt was incompatiblo with this. 


(ii) Constantinople Convontion. Ho was willing to 
adhore to an agrocmont with any ono or more countrios 
or" Uhited Nations Assembly Conventions and annexes. 


(iii) London Conforoneso, Nassor contended in viow of present 
throat of invasion he could not accupt without appoaring 
coorcod. Secondly, all countrics invitod woro 
Satollitos oxcept Russia and Egypt and the rosult was 
foregone conclusion, This might rosult in Russia 
and Egypt opposing and Westorn propaganda would con-= 
sequontly labol Egypt Communist. He informed tho 
Ambassador ho was not cortain of Russia's attitudo on 
future operation and control of tho Canal although 
Russia supportod Egypt on nationalisation. Nassor 
gaid ho had sought clarification without rosult from 
tho Russian Ambassador. Tho Ambassador informed me 
that this coincides with the Amcrican Ambassador's 
report from Moscow. 


(iv) Attitude to tho Wost. Nassor showod bittornoss ovor 
the Wost's opposition to arms doal, Convincod the 
High Dam offers woro not gonuine and ineensed 
at tho mannor of withdrawal and comments on 
Egyptian oconomy. Surprisod at unanimity and depth 
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of tho rcaction to Canal nationalisation and tho 
doubt as to his assurances of a froe passage 


D=P HeA. 
DEPT, Dar INCE #® amendments 


5th August, 1956 
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With the compliments 


of the 
Official Secretary 


The Secretary, 
Department of External Affairs 


Office of the High Commissioner 
for the United Kingdom, 


Canberra, A.C.T. lif Wy 


TOP eon Srd August, 1956, 
Sir, 

I am directed by the High Commissioner to 
refer to my letter P0L.274/1 of the 3rd August 
and to forward the attached record of a meeting 
between the Secretary of State for Commonwealth 
Relations and Commonwealth High Commissioners in 
Lendon on the 2nd August about the Suez Canal 
question, 

A copy of this letter, together with its 
enclosure, is being sent to the Secretary, 
bepartment of External Affairs, 


I am, Sis, 
Your obedient servent, 


(A.G.eR. Rouse) 


The Acting Secretary, 
Prime Minister's Seiten 


° SW. ° 


<A 


TOP SECRET 
Record of meeting between the Secretary of State 
for Commonwealth Relations and Commonwealth 

High Commissioners on the 2nd August 1956, 


Ag 


; Suez Canal 
I have had a further meeting this morning with 


High Commissioners for all Commonwealth countries, 
I said that the hope had been that a communique would 
have been issued by now on the tripartite discussions 
the United Kingdom were having with the French and 
the Americans but that in fact finality had not yet 
been reached regarding its terms and that some further 
slight delay might be inevitable and talks were still 
continuing. I could not give any firm forecast of 
what the results might be, but from present trends 
the following points seemed more or less agreed = 
(1) it was vital to have fim intemational 
control of the Canal; 
(ii) the tripartite discussions were concemed 
with the best method of achieving this; 
(111) the method which had most support, was 
to convene a conference of countries - 
(a) who were principal users of the Canal ; 
(b) who were signatories of the 1888 
Convention (thus including Russia); 
(c) whose life-line ran through the Canal; 
(iv) one of these sets of criteria or a mixture 
of all three might be adopted; it was 
too early to say which; 
(v) the suggestion was that the conference 
/should 


should discuss a scheme to be put 

forward by the United Kingdom, United 
States and France for the international 
control of the Canal; 47 


(vi) this scheme if approved would be put to 
the Egyptians; 

(vii) if Egypt refused as High Commissioners 
would have seen other preparations were 
being made, ale 

I explained that on the basis of the three 
criteria at (iii) above for attendance at the conference, 
it seemed that Canada and South Africa might find it 
difficult to qualify, but it looked as though most 
other Commonwealth Governments would qualify if all 
three criteria were adopted. It would be a great help 
if those Commonwealth Governments who did not qualify 
could announce their agreement that international control 
should be the objective, 

The High Commissioner for Canada suggested that 
CGénada might qualify as a "successor state" to the 
signature on behalf of The Queen of the 1888 Convention, © 
I said that this argument raised constitutional 
difficulties and also practical ones because if it 
were accepted, “successor states" of the Austro- 


_ Hungarian Empire, France, the Ottoman Empire etc. 


| would have to be included which would bring in far 
too many countries with little interests in the Canal. 
Robertson then said that in the view of the Canadian 


Government the chief point was that it would not be 
realistic to have a conference without the attendance 
[es both Russia and Egypt. 


/In 


In response to questions I said that the hope 
was that such a conference could be called quickly 
that there seemed to be no major hitch, but that I 


did not know when a communique would be issued, 
hb 
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2500 
TO 
Austraiian High Commission, 
LONDON. 


SD. TOP SECRET. IMMEDIATS. 
McEwen from McMahon, 


Fadden has cabled Prime Minister in Washington 
on Suez Canal question analysing the type of action which 
might be taken by Western powers. Cable refers tc United 
Kingdom view thet it might be necessary to contemplate the 
use vf force as a last resort. After considering what the 
military and political objectives might be, Security 
Council aspects, and some of the practical cons-cuences of 
the use of force, the message suggests that the irrativnal 
fervour of Arab nationalism should not be under-rated and, 
in relation to any demonstrativun vf strength, that if the 
United Kingdom bluffs and bluff is called United Kingdom 
will be in a far worse position. 


es In view of Australian long-term trade and 
communications interests the message supovurts the negotiation 
ef some international regime to control the Canali and puts 
forwerd the view that the best foundations for this are:- 


(1) Tough commercial and financialcounter-measures 
for the Egyptian seizure of the Company (as a 
preliminary to further negutiation and also as 
security for payment in sterling fur asscts 
nationa:ized). 


(2) Maintenance of a common political front among 
United States, United Kingdom and France while 
they search for a solution. 


(3) Mobilization of whatever support can be found 
among Asian countries (particularly India) whese 
commercial interests are involved for -fforts 
designed to restore not the status quo but the 
protections of internationalization, 


(4) Appropriate retoliation and ‘egal action if and 
- when Egypt makes the mistake of interfering with 
shipoing, 


(5) Consideration should be given to using the United 
Nations as soon as Ngypt exposes herself by any of 
her actions - not in the expectaticn of oreviding 
a final solution but as an indispensable preliminary 
to further action which the major Pswers might “ater 
have t> take if a negotiated settlement cannot be 
reached. 


Se Heydon has repurted from Delhi that India will 
wascch clos-ly Egyptian administration and that present belief 
is that discrimination against one user should be treated by 


uthers as discrimingatj wy SECe .@ regard this as an 
e E 


/impurtanteseses 


DEPARTMENT OF EXTERNAL clin Pp S E © RET 
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importgnt indication of the line of thought of a major 
Agian country). Fadden's cable suggests that we might work 
towards collective assertion of this principle by a number 
of countries including India, Pakistan, Ceylon and possibly 
Burma whose trade is so dependent on use of Suez route. 


pepsin 


ea 


ee 


4. In my view smooth achievement of ultimate 
settlement fully safeguarding Australia's interests seems 
likely to be considerably influenced by support of these 

and other countries of South and South East Asia if it ean 
be obtained even on sheer commercial grounds. If this is so 
it is important that any form of international eonsultation 
that may be arranged should nut preclude the development of 
concerted views among these countries (including Australia 
and New Zealand) and should not hinder due place being given 
to such views in any proposed measures of action. 


ceRCEREESTS 


A/Min. & Dept. of Trade (Canb.) Cost - £38,15,.0,. 
at i o " External Affairs. 
" Ww " Defence. 
PP. Met S's 


ord August, 1956. 
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With the compliments 


of the 


Official Secretary 


The Secretary,_ 
Department of External Affairs. 


al gr al 
Office of the High Commissioner WA, 
for the United Kingdom, NS 
7 pk 7 


Canberra, A.C.T. 


Top _sEcner 
POL. 274/1 _ , @nd August, 1956. 


Sir, 
I am directed by the High Commissioner to refer to “te. 
my letter POL.274/1 of tne 3lst July ebout the Suez Canal 
and to forward you the attached repert on the latest 
tripartite meetings, which teok place on ths Zlet July. . 
A copy of this letter, together with ite enelesure, 
is being sent te the Seemetary, Department of Ixternel 
Affairs. 


T ap Sir 
’ 7. “rs , > 
Your obedient servant, 


(A.G.R. Rouse) 


The Ac Secretary, 
Prime ster's Department, 
Canberra, A.C.T, 


af, 


fe ite me Pa 
Suez Canal 
Ut ( 


Main feature of latest tripartite meetings vesterday 
was Mr. Murphy's strongly exoressed preference for a 
communique which would < 
(a) censure Nasser by implication only; 
(b) foreshadow a conference composed of the 
signatories of the Convention of 1338 
and the principal users of the Canal. 
The United States Government would accept an invitation, 
but would not join in convening such a conference. 
We and the French maintained our positions. 
In view of the decision that Nr. Dulles should cone 


to London no communique has been issued. Talks with hia 


are now proceeding. MM. Pineau has stayed on for them. 
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Deteds ist August, 1956. 
1710 


TO3= 
Australian Embassy, 


Wetso tet WG Tf ON. 


584. TOP SECRET. IMMEDIATE. 


For Prime Minister from Fadden, McBride and 
Casey. 
16 We do not have precise text of message Eden 


sent you.e We understand that he has said it is necessary to eontemplate 
the use of force in the last resort in the Suez situation. 


We ought to show the United Kingdom sympathetic |, 
understanding in the problem confronting them which adds to their 
other difficulties in the Middle East and Eastern Mediterranean. 


2e We-recognize that British and (to a large 
extent) Western prestige and influence in North Africa, the Middle East 
and Asia are involved and that unless Western power is applied in this 
instance the Arabs may be tempted to disregard it in, others. .Other 
Arab and Asian countries may become encouraged to nationalize Western 
assets, Gege oil. But beyond that we see substantial ar ents against 
the use of force by the United Kingdom, even if joined by France and 
the United States. These arguments (and questions) might be used by 


you in a reply to Eden. 


Be Before deciding to use force, the first 
requirement would be definition of the objective, both military and 
political. -- The 


military objective could be the restoration of occupation or the Canal 
Zone by United Kingdom or Allied forces, together with Suez, Port Said 
and any other positions from which Egypt could attack those forces 

or frustrate the passage of merchant ships. In the new circumstances, 
merchant ships would become the ships of belligerents. The military 
objective could be the more general one of overthrowing the Egyptian 
Government or, alternatively, of forcing it into a frame of mind 
where it would be prepared to negotiate. 


he This course of action would undoubtedly result 
in the Western Powers being brought to the Security Council. Article 
2 of the Charter requires members to settle their disputes by 
peaceful means and to refrain from the threat or use of force against 
the territorial integrity or political independence of any State. 

So long as Egypt commits no act of hostility, eeg. against the forces, 
ships or territory of other eountries, the Western case would be a 
bad one. 


be What purpose would be achieved? Except under 
conditions of complete capitulation by Egypt and military occupation 
of the whole country, there would be continued attacks on the Canal. 
What is more important from our point of view, ships carrying our 
cargoes which are not at present being interfered with would become 
targets of ware There is further political objection that our friends 
in Asia (such as Pakistan) might find it impossile to continue to be 
sympathetic to West if it resorts to force. 
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Defence's comments arei- 


(a) Should it be decided to use force, action must be prompt and 
immediately effective, and could only be undertaken by forces 
which could be deployed in the area at short notice. 


(bv) The use of force would result in a heavy and indefinite 
commitment of forces in the Canal area to protect it, particularly 
from sabotage. ; 


(¢) Such action could jeopardize the supply of oil through the pipe- 
lines through Syria and the Arab countries, which are 
sympathetic to Hgypt. At the best the risk of sabotage would 
be greatly increased. 


6. Perhaps the United Kingdom are calculating 

the effectiveness of a show of strength in order to induce Egypt 

to co-operate in some new international regime not yet defined. About 
this, we can only say two things: 


(a) The irrational fervour of Arab nationalism should not be 
underrated in calculating their response to threats; 


(b) the United Kingdom would have to judge very carefully what 
was the point of no return in a demonstration of strength. 


If United Kingdom bluffs and bluff is called, United Kingdom will be in 
a far worse position. 


Te Generally, we think that, with Australian long- 
term trade and communications interests in mind, the objective to be 
aimed for is some international regime and that the best foundations 
for Western policy aimed at this are: 


(1) Tough commercial and financial counter=-measures for the Egyptian 
seizure of the Company (as a preliminary to further negotiation 
and also as security for payment in sterling for assets 
nationalized). 


@) Maintenance of a common political front among United States, 
United Kingdom and France while they search for a solution. 


(3) Mobilization of whatever support can be found among Asian 
countries (particularly India) whose commercial interests are 
involved for efforts designed to restore not the status quo 
but the protections of internationalization. 


(4) Appropriate retaliation and lega} action if and when Egypt 
makes the mistake of interfering with shipping. 


(5) Consideration should be given to using the United Nations as 
soon as Bgypt exposes herself by any of her actions - not in 
the expectation of providing a final solution but as an 
indispensable preliminary to further action which the major 
Powers might later have to take if a negotiated settlement 
cannot be reachede 


8. We are repeating to you telegram Noe 177 from 
Heydon in Delhi. We see some prospects of constructive action if we 
take up Indian suggestion that discrimination against one user 

should be treated by others as discrimination against all. We might 
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work towards collective assertion of this principle by a number 
of countries including India, Pakistan, Ceylon, and possibly Burma 
whose trade is so dependent on use of Suez route. 


Qe In short, ourdjective should be some 
international guarantee for unrestricted use of the Canal under 
reasonable conditions, such guarantee to be backed by Western 


power but with political support or at least acceptance from 
Asian countries. 


10. This is howwe see the situation at this 
juncture. We have not yet been told py the United Kingdom what 
their own appreciation is of the likely success of any course of 
action they may be considering nor have we yet received much 
information on the 3-Power discussions. 


----- ~-)) 
A/P.M. & P.M'S. DEPT. 
MIN. & DEPT. B.A. (COST £964640) 
MIN. & DEPT. DEFENCE 2nd August, 1956. 


SEC A/Ss DR. WYNES MR. LANDALE MR. BILLINGTON MR. BOOKER 
MR. .LAWREY MR. LOOMES MR. RENOUF 
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, ‘ TELEGRAMS: 
SECTRADE, CANBERRA. DEPARTMENT OF TRADE, 
PLEASE ADDRESS REPLY To ** THE SECRETARY “ CANBERRA, A.CT., 
PARES ONIIT so cove ccescocckniva:nsoic vintestbsotausseos 


ist August, 1956. 


MEMORANDUM to - 


The Secretary, 
Department of External Affairs, 
CANBERRA 


af 


Thanks for your note referring draft telegram 
to be despatched to the Prime Minister from Sir Arthur 
Fadden and Mr. Casey. I have only a few comments, but 
perhaps it would be as well for me to set these out so that 
you could look at them and then you might care to give me a 


ring. 


Paragraph 7 to read: 


"Generally we think that with Australian 
long term trade and communications interests in mind 
the objective to be aimed for is either some inter- 
national regime or as a last resort some clearcut 
treaty commitment by Egypt to both maritime countries 
using the Canal and countries like Australia, India 
whose trade depends on its uses. Under these circum- 
stances the best foundations for Western policy aimed 
at this are : 


(1) Tough commercial and financial action as a 
preliminary to negotiation and also as security 
for payments in sterling for assets nationalised. 
(This may involve concerted boycott of Canal to 
induce Egypt to accept internationalisation or 
at worst a satisfactory treaty situation.) 


(2) Maintenance of a common political front among 
United States, United Kingdom and France while 
they search for a solution. 


(3) Mobilisation of whatever support can be found 
among Asian countries (particularly India) 
whose commercial interests are involved for 
efforts designed to restore not the status quo 
but the protections of either internationalisa- 
tion or an extended treaty obligation, either 
of which would give the grounds now lacking so 
far as most countries are concerned for : 
appropriate legal action and retaliation if 
and when Egypt should make the mistake of 


ver Mote Mi Lheaf, / breaking the rules of such international 


administration or treaty arrangement, 
(4) Delete. 
(5) No change. 


Mcp, tut 


2. 


I have no comment on the rest of the draft. 
In making the above changes I feel that the concept of 
"retaliation" in your paragraph 7(1) is not tenable in view 
of what I understand to be the legal position or the position 
= the United Nations. As at the moment there does not seem 
rae. to be a case for retaliation at all. Even the U.K. is 
unlikely to be on firm grounds unless Egypt did discriminate 
against her. Certainly so far as other countries are 
concerned they have no legal rights and therefore the idea 
/ of retaliation would be a fairly difficult one to sustain. 


I think, however, the idea of internationalisation 
or of a treaty arrangement is sound to the extent that it is 
based on putting us all in the position where we have both 
the legal and the moral right to retaliate if Egypt takes a 
certain course of action. 

I take it that your use of the term “international 
regime" includes either some kind of actual administration by 
an international body or a treaty subscribed to by a large 


group of countries. I have spelt it out in my suggested 
amendments to the draft. 


(W.A. Westerman = 
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We wished to concentrate on the fact that the Suez 
| Canal was an international waterway rather than that the 
conflict arose enter the mere expropriation of Suez 

Canal Company. 

M. Pineau agreed in general with the U.K. objectives. 3 y 
Although the act of nationalisation was not of primary 
importance, the way in which it had been carried out was. 
The Company's shareholders should be properly compensated. 
The French Government objected strongly to the clause in the 
Nationalisation Law.compelling the employees of the Suez Canal 
Company to continue working for the Egyptian Company under 
threat of imprisonment. We had the right to demand that 
Egypt withdraw the article as being contrary to International 
Law. 

If Nasser's success were to be accepted it would be 
completely useless for France to continue the struggle in 
North Africa and this was a further argument for the French 
Government to consider counteraction. 

Mr. Murphy said that the U.S. Government appreciated 
the gravity of the situation and deplored the violent and 
reckless language used by Nasser in the unilateral action 
which affected all maritime powers. The U.S. Government 
did not wish publicly to defend the position of the Suez 
Canal Company's shareholders, ‘although they realised this 
might be important. The chief point to them was free 
access to the international waterway. The interests not 
only of the U.K., U.S., and France, but all other users 
should be considered as should the use of N.A.T.0O. 
machinery. The support of friendly countries, including 

those east of Suez might be enlisted. Action by the 
International Court of Justice and the United Nations 
might be considered. The question of military intervention 
did not arise. It would in any case depend on develop-— 


ments and should be relegated to the background. ioe 
eo eee Arab 


Arab/Israel conflict should be segregated from the 


present issue. Action should be on the broadest possible 
base and try to carry world opinion with it. Attempts 
should be made to bring the case to an impartial tribunal. 
The provisions of the 1888 Convention should be studied 
carefully and invoked in support of our interests. 

The Foreign Secretary said political and economic 33 
pressure was unlikely to have any effect on Nasser unless 
he knew that there were military sanctions in the back- 
ground. There was the possibility that British nationals 
might be arrested or British shipping interfered with. 
United Kingdom policy therefore was to proceed with 
precautionary military preparations. He suggested a 
conference in London of powers with considerable 
interests in the Canal. We could either send a note 
to Egypt indicating the importance we attached to the 
Canal being an international waterway and then assemble 
a conference of users to endorse this note or alter- 
natively send a note after a conference of users. 
Attendance at the conference might be on the basis of 
tonnage or trading interests or geographical areas. 

The Foreign Secretary was not in favour of the Secretary- 
General of the United Nations convening this conference 
and would prefer it to be convened by one or more of the 
United States, the United Kingdom and France. 

M. Pineau did not agree with the United States 
approach to the problem which was political and not a 
legal issue. The problem was the direct result of the 
decision made by the United States Government not to Ney 
finance the Aswan Dam. Nasser made no secret of his 


intentions and would not abide by a legal decision 


against him any more than he had abided by the Security 


Council decision not to obstruct the passage of Israeli 


ships through the Canal. M. Pineau agreed that a 


/conference 
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oe We wished to concentrate on the fact the 
Suez Canal was an international waterway rather than that 
the conflict arose out of the mere expropriation of 

Suez Canal Company. 

M. Pineau agreed in general with the U.K. 
objectives. Although the act of nationalisation was not of 
primary importance, the way in which it had been carried out 
was. The Company's shareholders should be properly 
compensated. The French Government objected strongly to the 
clause in the Nationalisation Law compelling’ the employees 
of the Suez Canal Company to continue working for the 
Egyptian Company under threat of imprisonment. We had the 
right to demand that Egypt withdraw the article as being 
contrary to International Law. 

If Nasser's success were to be accepted it would 
be completely useless for France to continue the struggle in 
North Africa and this was a further argument for the French 
Government to consider counteraction. 

Mr. Murphy said that the U.S. Government 
appreciated the gravity of the situation and deplored the 
violent and reckless language used by Nasser in the unilateral 
action which affected all maritime powers. The U.S. Government 
did not wish publicly to defend the position of the Suez 
Canal Company's shareholders, although they realised this might 
be important. The chief point to them was free access to 
the international waterway. The interests not only of the 
U.K., U.S., and France, but all other users should be considered 
as should the use of N.A.T.O. machinery. The support of 
friendly countries, including those east of Suez might be 
enlisted. Action by the International Court of Justice 
and the United Nations might be considered. The question 
of military intervention did not arise. It would in any 
ease depend on developments andshould be relegated to the 
background. The Arab/Israel conflict should be segregated from 
the eresent issue. Action should be on the broadest possible 
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base and try to carry world opinion with it. Attempts 
should be made to bring the case to an impartial tribunal. 
The provisions of the 1888 Convention should be studied 
carefully and invoked in support of our interests. 

The Foreign Secretary said political and 
economic pressure was unlikely to have any effect on Nasser 
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unless he knew that there were military sanctions in the 
background, -There was the possibility that British nationals 
might be arrested or British shipping interfered with. 
United Kingdom policy therefore was to proceed with 
precautionary military preparations. He suggested a 
conference in London of powers with considerable interests 
in the Canal. We could either send a note to Egypt indicating 
the importance we attached to the Canal being an international 
waterway and then assemble a conference of users to endorse 
this note or alternatively send a note after a conference of 
users. Attendance at the conference might be on the basis of 
tonnage or trading interests or geographical areas. The 
Foreign Secretary was not in favour of the Secretary-General 
of the United Nations convening this conference and would 
prefer it to be convened by one or more of the United 
States, the United Kingdom and France. 

M. Pineau did not agree with the United States 
approach to the problem which was political and not a 
legal issuee The problem was the direct result of the 
decision made by the United States Government not to 
finance the Aswan Dam. Nasser made no secret of his 
intentions and would not abide by a legal decision against 
him any more than he had abided by the Security Council 
decision not to obstruct the passage of Israeli ships through 
the Canal. M. Pineau agreed that a conference of maritime 
powers should be convened and agreed with the Foreign 
Secretary on the military aspects of the problem. 

No final decision was reached on who should be invited 
to the conference of maritime powers or who should send out the 


invitations. 
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Following is list of main points made at the 
second meeting of the Foreign Secretary with M, Pineau and 
Mr. Murphy. 

Arab-Isrecl aspects: 

Pineau said that his first reaction had been 
to make use of Israel, but he was now convinced that this would 
not be wise at the present stage. Murphy said that any 
indication that we intend to arm Israel would play into I" 
Nasser's hands. Pineau agreed, Murphy said that the 
United States Government had sent Note to the Canadian Government 
urging them to deliver F,86 fighters to Israel before the 
Canal crisis arose, but since the crisis had given them an oral 
indication that it would be unwise to make deliveries 
immediately. In the case of any future supplies of arms 
to Israel timing was most important. It was agreed that 
any deliveries promised or started should be carried out 
without undue delay and without publicity. 

Soviet Reaction: 

Pineau said that while he would not forecast, he 
was certain that the longer we waited the stronger Russian 
reaction was likely to bee Russia and Egypt had not yet 
reached complete agreement, but the problem would presumably 
be discussed during Nasser'’s visit to Moscow starting on the 
12th August. He thought we must reach a decision on the 
Canal before the Russians and Egyptians reached agreement. The 
Foreign Secretary raised the question whether Russia should 
be invited to the conference of maritime powers and said we 
did not wish to give her an excuse for posing as a champion 
of the Arab world. Pineau and Murphy were against inviting her. 
Canal Company's assets: 

Assets in France and 5ritain, but not those in 
the United States, had been frozen. Egypt had no right to 


exercise control over assets which were under jurisdiction 
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te 31st July, 1956- 
FROM: 1750 ? 


Australian Embassy, 
Wohetume NG iT ON. 


7356 TOP SECRET. PRIORITY. 


Repeated for External London 68 , Australian 
Mission to the United Nations 173. 


Suez Canale 


We discussed the situation today with Wilkins 
and Geren Director and Deputy Director near astern Affairs. 
(Rountree is incommunicado for the next day or two)e 


26 As preliminary they emphasized that the United 
States influence in London consultations would be on the side of 
caution and restraint. The United States had little disposition 
towards such measures as the use of force against Egypt. Sanctions 
(including Economic) were not desirable (implication being at any 
rate at this stage). Principal United States current concern was 
setting up the next stage of consultation rather than determining 
specific means for preserving the status of the Canal. Various 
bodies had been considered for such consultations including United 
Nations, N.A.T.O. and tripartite group put the United States felt 
there were considerable drawbacks to all these and that the group 
suggested in paragraph 3(b) below would be more appropriate. 


Six Wilkins then told us of top secret instructions 
(G.1I.S.T. in (A) to (E) below). Just sent to Murphy in London for 
oral presentation to the United Kingdom and France. He emphasized 
instructions did not represent fixed United States position but 
indicated current United States thinking, United Kingdom and French 
reactions to which the United States sought. 


(a) It was not considered desirable to present Egypt with an 
ultimatium to force reversal of the Nationalization 
decision..eNasser would be unlikely to back down and 
war would be inevitable. 


(b) Instead it was suggested a meeting might be called, within 
two weeks or so, of the subsisting signatory States of 
the 1888 Convention (pursuant to Convention Article VIII) 
together with about twelve selected States having major 
interest in the Suez Canal with a view to bringing about 
dependable regime of Administration of the Canal. Meeting 
to be called by three or four subsiding States. Venue 
not London or Paris or Cairo. Non-signatory States to be 
Selected on Criteria which would include tonnage of 
Shipping and volume of trade through the Canal and adequate 
geographical representation so that Egypt could not 
abstain on the grounds that the Conference was weighted 
against it. 


Objective of the Conference would be to ensure open, 
secure and efficient operation of the Canal as 
International Waterway. Proposed procedure would avoid 
reference to United Nations where matter might be 
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indefinitely bogged down. 


(a4) The United States did not see how the Soviet could 
object to the Conference and assumed Soviet attendances 
This was not expected to prevent Conference giving 
overwhelming support to setting up "stable 22. 
administration having some International element". 


(e) If Egyptian defied the Conference or rejected its 
proposals there would be “broader basis for other 
action by interested countries", free of implications 
that they were simply supporting Canal Company owners 
for reasons unconnected with preservation of the Canal 
as International Waterway. 


he Geren. listed as background to United States 
position the following additional considerations: 


(a) United States recognition of extreme seriousness of 
"seizure" of installations of the Suez Company. 


(bd) Wide implications extending beyond Company owners to 
users of the Canal, Shippers, Maritime Nations, etc. 


(c) United States emphasis was not on Nationalisation angle 
put on preservation of the status of the Canal as an 
"International Public Utility". The United States in 
fact although not saying so publicly recognized the 
right of the Sovereign Nation to nationalize the 
Company. It was "legally admissable but politically 
intolerable". 


(d) The United States was watching closely for signs 
that the Canal was not being properly operated but 
so far Shipping was moving freely. 


be In answer to question Wilkins said the United 
States shared doubts expressed elsewhere that adequate guarantee 
of status of Canal as International Waterway could be secured 
under sole Egyptian control. 


be Dulles has no present intention of attending 
current London consultations. 


ddl 


MIN. & DEPT. E.A. (f/TYPED TO MINS & DEFENCE) 
MIN. & DEPT. DEFENCE 
P.M'S. 41st August, 1956. 


SEC A/Ss DR. WYNES MR. LANDALE MR. BILLINGTON MR. BOOKER 
MR. LOVEDAY MR. LOOMES 
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Wi r discussion with Acting Prime Minister. 
We be to know whether your 
Department's erests are adequa’ ° 
(Ae He. Tenge) 
Secretary 
Also sent : 


Secretary, [ley phhh« ) 
Department of Defence. | 


Acting Secretary 
Department of Trade. 
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31et July, 1956 
Acting Secretary, 
Prime Minister's Department, Z 
CANBERRA 
will be submitted 
to the Minister for at noon on 
r discussion with Acting Prime Minister. 
We be whether your 
's are covered. 
(As He Tange) 
Also sent : 
Secretary, (47 “Z-—4) 


Department of Defence. 
gi rag 
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Zor Erime Minister frou Padden end Casey 


1. We do not have precise text of message Eden 

sent you. We understand that he has said it is necessary to 
contemplate the use of force in the last resort in the Sues 
situation. 

2. We recognize that British and (to a large extent) 
Western prestige and influence in North Africa, the Middle East 
and Asia are involved and that unless Western power is applied 
in this instance the Arabs may be tempted to disregard it in 
others. Other Arab and Asian countries may become encouraged 
to nationalize Western assets, e.g., oil. But beyond that we 
see substantial arguments against the precipitate use of force 
by the United Kingdom, even if joined by France and the 

United States. These arguments (and questions) might be used by 
you in a reply to Eden. 

3. Before deciding to use force, the first requirement 
would be definition of the objective, both military and 
political. The military objective could be the restoration of 
ecoupation of the Canal Zone by United Kingdom or Allied forces, 
together with Suez, Port Said and any other positions from which 
Egypt could attack those forces or frustrate the passage of 
merchant ships. Tn the new circumstances, merchant ships would 
become the ships of bolligerents. The military objective could 
be the more general one of overthrowing the Egyptian Governnent 
ors alternatively, of forcing it into @ frame of mind where it 
would be prepared to negotiate. 

4. This course of action would undoubtedly remit in the 
Western Powers being brought to the Security Couneil. Article 2 
of the Charter requires members to settle their disputes by 
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peaceful means and to refrain fromthe threat or use of force /* 
against the territorial integrity or political independence of 
any State. So long as Egypt commits no act of hostility, e-g- 
against the forces, ships or territory of other countries, the 
Westermm case would be a bad one. 
5. What purpose would be achieved? Except under 
conditions of complete capitulation by Egypt and military 
occupation of the whole country, there would be contimed 
attacks on the Canal. What is more important from our point of 
view, ships carrying our cargoes which are not at present being 
interfered with would become targets of war. There is further 
political objection that our friends in Asia (such as Pakistan) 
might find it impossible to continue to be sympathetic to West 
if it resorts to force. 
6. Perhaps the United Kingdom are caleulating the 
effectiveness of a show of strength in order to induce Egypt 
te co-operate in some new international regime not yet defined. 
About this, we can only say two things? 
(a) The irrational fervour of Arab nationalism 
- ghould not be underrated in calculating their 
response to threats; 
(b) the United Kingdom would have to judge very 
carefully what was the point ef no return in a 
demonstration of strength. 
If United Kingdom bluffs and bluff is called, U.K. will be in a 
fay worse position. 
7. Generally, we think that, with Australian long-term 
trade and communications interests in mind, the objective to be 
aimed for is some international regine and that the best 
foundations for Western policy aimed at this are: 
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(1) Tough commercial and financial retaliation for the 
Egyptian seigure of the Company (as a preliminary 
to further negotiation and also as security for payment “ig 
in sterling for assets nationalized). 
(2) Maintenance of a common political front among United 
States, United Kingdom and France while they search 
for a solution. 
(3) Mobilization of whatever support can be found among 
Asien countries (particularly India) whose commercial 
interests are involved for efforts designed to restore 
not the status quo but the protections of internationalization. 
(4) Appropriate retaliation and legal action if and when 
Egypt makes the mistake of interfering with shipping. 
(5) Consideration should be given to using the United 
Nations as soon as Egypt exposes herself by any of her 
actions - not in the expectation of providing a final 
solution but as an indispensable preliminary to further 
action which the major Powers might later have to take 
~~ 42 @ negotiated settlement cannot be reached. 
8. We are repeating to you telegram No.177 fron Heydon 
in Delhi. We see some prospects of constructive action if we take 
up Indian suggestion that discrimination against one user should 
be treated by others as discrimination against all. We micht 
work towards collective assertion of this principle by a number 
of countries including India, Pakistan, Ceylon, and possibly 
Burne whose trade is so dependent on use of Suez route. 
9. In short, our objective should be some international 
guarantee for unrestricted use of the Canal under reasonable 
conditions, such guarantee to be backed by Westerm power but with 
political support or at least acceptance from Asian countries. 
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FROM: 0028 
Rectd: 31st July, 1956. 
1230 


Australian Legation, 
CAIRO. 


140. TOP SECRET. 
From Cutler. 
Your telegram 152. 


Register of Australian citizens forwarded last 
bag showing 25 in Cairo and 11 in the Canal Zone. Only ones 
connected with Suez Canal Company are two wives of pilots of 
other nationalities and are included in total 56. 


2s United Kingdom emergency plans since withdrawal 
of British troops assumes co-operation of the Egyptian — 
authorities in facilitating evacuation by air to Cyprus, short 
term plan is for United Kingdom citizens to remain indoors. 


Se We maintain close co-ordination with the United 
Kingdom Embassy and I fully agree with the general plan. The 
evacuation theme from Port Said or Alexandria most doubtful 
and control of public order may not be so good as in Cairo. 
Evacuation by air from Cairo the only practicable plan. 


4, Canal area quiet. I do not anticipate immediate 
danger to Australians in Egypte The United Kingdom Embassy 
tales the same view regarding their citizens. Nasser anxious 
to preserve appearance of legality and he is in full control 
and in position to stop outbreak of violence. No anti=British 
demonstrations to date. 


Se If emergency arose extra funds in cash are essential 
becouse of Egyptian Government's increased freezing of funds. 
Preliminary action taken against United Kingdom Embassy funds 
indicates possibility of Commonwealth Missions being affected if 
the position deteriorates. I intend drawing two thousand pounds 
in cash 3lst July. Please give covering approval for this and 
permission to increase to £4,000 if necessary. Also remit 

£4,000 to cover this. I regard this as a precautionary measure 
only and am hopeful the situation will not require its use but 

if emergency develops cash will be essential. 


Min. c: Dept. of External Affairs. Teletype to Minister's 


" Immigration. Office. 
P,M.'s. 


Sist July, 1956. 


SEC A/Ss DR.WYNES WR.LANDALE MR.STUART 
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Australian Embassy, 
PARIS. 


2336 TOP SECRET. 
Repeated London Saving 64 Cairo Saving 11. 
SueZe 


You will have had direct reports from 
London of the three Power meeting. According to the 
American Ambassador in Paris Dillon, Pineau told the 
meeting yesterday (29th July) that France would be prepared 
if necessary to take some of her troops out of Algeria 
feeling that a check to Nasser would help the French 
position in North Africae 


Bs This may be related to press report this 
evening that the resident Minister Lacoste is returning 
to Paris from Algiers for Cabinet meeting 1st August. - 


Stirling. 


(T/TYPED TO MINS & DEFENCE) 
MIN. & DEPT. B.A. 


MIN. & DEPT. DEFENCE 
P.M'S. 31st July, 19566 
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FRO!: Zist July, 1956, 
0830 
Australian High Commission, 
LONDON. 


2079. TOP SECRET, IMMEDIATE, 
For Tange from McCarthy. 
Your telegram 1710. 


The Commonwealth Relations office, including 
Home, have been told by Baen not to distribute the actual 
wording of his message. He sent it to the four Prime Ministers 
only and is apparently uneasy over reference to possible use 
of force in the last resort, possibly (though we have very 
little to go on) in the light of the expected American attitude. 
I see difficulty in the circumstances of the moment in 
approaching Eden direct. 


as MeIntyre and I have read it and are satisfied 
that there is nothing in it which would convey more to you than 
my 2076 read in conjunction with 207k. 


3e we hope to learn something of the talks with the 
Americans and French later today. 


MIN, & DEPT. 5.A. (T/T Minister, Melb.) 
MIN. & DEPT, DEFENCE (T/T Defence Melb.) 
P.M.'S 


31st July, 1955. 


SEC A/Ss L&T(DIV 5) MR LANDALE MR BILLINGTON MR ‘UINN 
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The United Kingdom Government is 


considering the use of force to ensure the free 


use of the Suez Canal. We have as yet no indica- 


tion of United Kingdom views on how and when force 


should be applied and therefore we are basing this 


assessment on the assumption that a major military 


operation is contemplated involving the bombing of 


Egyptian airfields, the seizure of Port Said and 


Suez and the protection of the whole length of the 


Canal. We also assume that the United States and 


Franee will actively participate in any operation 


We do not believe that the Communist 


bloc will use such an occasion as a pretext for 


global war. However, we consider that the Commnist 


blee will give full moral support to Egypt and any 


covert support which would not be readily identifiable 


as coming from the bloc. 


(N.B. United Nations aspects will 
be dealt with later. ) 
(a) Egypt. 

It seems likely that Egypt will 
resist any military action taken to protect the 
Canal zone and will call upon other Arab States, 
within the Arab Leame, to honour their obligations. 
The Egyptian Government may also incite Arabs 
throughout the whole area to perpetrate acts of 
violence against European nationals and property. 
(b) Iraq and Iran. 

As members of the Baghdad Pact it 
seems likely that Iraq and Iran will take no 
positive action to support Egypt. Iraq at least 
may feel compelled to take a strictly neutral line. 
(c) Syria. 

Syria will definitely align itself 
with Egypt and may attempt to give military support 
though we do not think this would prove very 
effectual. 

(a) Jordan. 
Jordan will probably feel compelled 


to make some overt gesture to Egypt which may take 
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(a) ‘The use of force would be conedmned by the 
great majority of the Members of the United 
Nations and would deal a most serious blow 
to the prestige and influence of Western 
Powers. 

(e) The anti-Western tendencies and anti~ 
Colonial attitudes of the Asian-African 
bloc in the United Nations (and outside it) 
would be intensified; neutralist tendencies 
in United Nations questions would be boosted; 
moderates would lose influence and probably 
have to conform with the majority of this 
bloc; and Commonwealth members of Asian- 

African group would be torn between that 
group and the Commonwealth with a danger of 
splitting the Commonwealth group. 

(f) The position of the Commonwealth group in 
the United Nations would be gravely weakened 
and interests of individual members of the 
Commonwealth group at stake in United Nations 
would be adversely affected. (E.g. West New 


Guinea). 
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(g) Use of force by a permanent member with if 
Security Council or General Assembly sanction 
would be a step of the utmost gravity in 
itself and it might well lead to destructive 
schisms in the United Nations as a whole. 
The global political consequences are 
incalculable. 

CONCLUSIONS: 

On the assumption that the United 
Kingdom, United States and France will mount a major 
military operation to seize the whole of the Canal 
zone, we consider that : 

(a) The Commnist Powers will not use this as 
a pretext for a global war but that they 
will give full moral support to Egypt and 
any covert support that will not implicate 
them; 

(>) the Arab countries will certainly lend 
Egypt moral support but probably only Syria 
and to a lesser extent, Saudi Arabia, will 
be prepared to lend military support; 

(¢c) although privately some of the neutralist 


3 countries may feel concerned over the 
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Egyptian control of the canal, in public they 
are likely to condemn the West and work 
ig 

towards a peaceful settlement either through 
the United Nations or by international 
negotiation; 
the Western Powers, particularly the maritime 
powers, can be relied on to preserve & 
common front with the Big Three; 
the use of force without United Nations 
sanction would be condemed in the United 
Nations by the majority of members. The anti- 
Western tendencies and anti-—Colonial 
attitudes of the Asian-African bloc in the 
United Nations would be intensified. 
Neutralist tendencies in the United Nations 
questions would be boosted; moderates would 
Lose influence and probably have to conform 
with the majority of this bloc; and Common— 
wealth members of the Asian-African group 
would be torn between thet group and the 
Commonwealth with a danger of splitting the 
Commonwealth group. The position of the 


Commonwealth group in the United Nations 


would be gravely weakened. Use of force 
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From the standpoint of tm Uni Nations, the political 
consequences of the use of force against “hey pt in connection 
with the present Suez Canal situation would be extremely 
serious indeed, 
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hha Article 2 of the Charter obliges all Members to 
settle their disputes by peaceful seans and to 
refrain "from the threat or use of force aguinst the 
territorial integrity or political independence of 
any state". 


2e4 therefore use of force instead of resort to means 
of pacific settlement is contradictory to membership 


of U.N. 

aec By using force the trited—Hingdom would have committed 
a breach of the peace which the Security Council 
could not possib ignore. 


4c) The use of force would te condemned by the great 
majority of the Members of the U.N. and would deal 
a@ most serious blow to united Kingdom prestige and 
influence. yj Un wari F s 


5.£ The anti-Western tendencies and anti-Colonial attitudes 
of the Asian-African bloc in the U.N. (and outside 
it) would be intensified; neutraulist tendencies in 
U.N. questions would be boosted; moderates would lose 
influence and probably have to conform with the 
majority of s bloc; and Commonwealth members of 
the Asian-African group would be torn between that 
group and the Commonwealth with a danger of splitting 
the Commonwealth group. 


th 
would be adversely affected. (e.g. West New Guinea). 


Bb 9 Use of force ty « permanent member without Security 
Couneil or General Assembly sanction would be a step 
of the utmost gravity in itself and it might well 

lead to destructive schisms in the U.N. as a whole. 
The global political consequences are incalculable. 
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From the standpoint of t®® United Nations, the political 
consequences of the use of forcesagainst Egypt in connection 
with the present Suez Canal situation would be extremely 


serious indeed, 


1. 
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(cho UN someheor) 


Article 2 of the Charter obliges all Members to 
settle their disputes by peaceful means and to 
refrain "from the threat or use of force against the 
territorial integrity or political independence of 
any state". 


zZ 


Therefore use of force instead of resort to means 
of pacific settlement is contradictory to membership 
of U.N. 


By using force the United Kingdom would have committed 
a breach of the peace which the Security Council 
could not possibly ignore, 


The use of force would be condemned by the great 
majority of the Members of the U.N. and would deal 
a most serious blow to United Kingdom prestige and 
influence, 


The anti-Western tendencies and anti-Colonial attitudes 
of the Asian-African bloc in the U.N. (and outside 

it) would be intensified; neutralist tendencies in 
U.N. questions would be boosted; moderates would lose 
influence and probably have to conform with the 
majority of this bloc; and Commonwealth members of 
the Asian-African group would be torn between that 
group and the Commonwealth with a danger of splitting 
the Commonwealth group. 


The position of the Commonwealth group in the U.N. 
would be gravely weakened and interests of individual 
members of the Commonwealth group at stake in U.N. 
would be adversely affected. (e.g. West New Guinea). 


Use of force by a permanent member without Security 
Council or General Assembly sanction would be a step 
of the utmost gravity in itself and it might well 
lead to destructive schisms in the U.N. as a whole, 
The global political consequences are incalculable. 


’ 


29th July, 1956. 


SUEZ CANAL 
SOME HASTY OBSERVATIONS FROM U.N ° 


THE SECRETARY 
Cutler's 137 suggests forcible reoccupation 
/ ur. Kevin a would lead to fighting. 


Mr. Renouf The excited state of French opinion is 
: reflected in Stirling's 228 - reoccupation of Canal 
Zone by Britain - but view that action by force 
would unite Asia against the West is sound, 


West has to do something, but should not 
unilateral use of force be definitely ruled out ? 
McCarthy's 2076 is alarming in this respect, 


More reassuring is McCarthy's 2074, Eden's 
apparent willingness to contemplate some "group" 


solution including Egypt. 


I think line in para. 5 of our 1703 to 
London (examine possibility of an international 
regime) is the right line, 


We could probably, with U.S. support, get 
a satisfactory arrangement (for holding situation 
and basis for permanent arrangement) through U.N. 
(Assembly at a pinch; S.C. more manageable, 
particularly if matter put as situation not dispute 
(Article 34 - under 27.3 parties lose vote on a 


dispute). 


W.D. Forsyth. 
Assistant Secretary. 


Division II. 
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